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Good DRIVERS 
hamdeacomme KEEP THEIR CARS 


while motoring 
«g WHEEL, STREAM yy IN GOOD REPAIR 


’ ie " ‘ ed is “oe ws. NOT “eS Pe Good drivers don’t wait for 


trouble. They let trouble do 














are courteous to themselves 
and others by driving safe cars. 


; ’ we “48 the waiting. They have brakes, 
oN) SS tires, lights, steering gear 
- or checked over regularly. They 
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THIS MONTH 


E seem to detect a different and 
lo perhaps a disadvantageous spirit 
S, in the insurance world, in that the 
it speed of the business shows little signs 
Y of letting up even in the summer sea- 
Ss son. Visions of muskies and rainbow 
S. trout snatched from the ruffled waters 

of cool lakes and rivers are disturbed 
' by happenings on legislative and com- 


petitive fronts, and from the known 
schedule ahead even the usual dol- 
drums of dog days may have to be 
postponed until another year because 
of rumblings on the insurance firing 

line. This issue reflects somewhat the 
tenor of events to come, not so much 
in the way of actual items, but in an- 
nouncements and foreshadowings of 
things to eventuate in the immediate 
future © Foremost among these is the 
convention of the National Association 
of Insurance Commissioners occurring 
as this issue is on the press. Fireworks 
may or may not be displayed during 
the discussions at this meeting, but 
editorially we hope for a tense mo- 
ment or two of debate; and, whatever 
happens, the proceedings will be cov- 
ered in the next issue of the Journal ® 
Fire in relation to dust explosions, con- 
sideration of subjects related to Work- 
men's Compensation and general news 
make up the body of this present num- 
ber with just a small admixture of com- 
petitive spice. 


NEXT MONTH 


As said above, the July issue will be 
mostly devoted to the doings of the 

ommissioners'’ Convention, and just 
what will happen at Philadelphia is, of 
course, at the moment in the lap of 
the gods. And then the subject of 
vacation is intriguing. 
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D. A. HEMENWAY 


Commissioner of Insurance 
State of Vermont 


LTHOUGH one of the youngest men among the Commission- 


ers, Mr. Hemenway has had a considerable experience in the 


insurance business and his appointment is looked upon as in line 


with the policy of preserving the best traditions of the Vermont 
Department. . 
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PERTINENT example of the slow but inexor- 
A able power of public opinion to produce results 

is evidenced in the recent passage of the bill 
creating an insurance code for the State of Illinois. For 
a long period the business of insurance in Illinois was 
considered immune to progressive ideas because the com- 
panies most in the saddle felt more comfortable for their 
own purposes to abide by the anti- 
quated practices which made_ policy 
writing, and insurance management 
generally, a routine traveling in well- 
selected ruts. How far the state was 
actually behind the times may be 
judged by the fact that the life and fire 
statutes were of the vintage .of 1869, 
the fidelity and surety laws were passed 
in 1887 and the casualty business was governed by 
statutes enacted in 1899. Of course various amendments 
had been made to these laws, but the whole scheme of 
statutory insurance law had been built up on this out- 
moded basis with the result that a hodge-podge of con- 
fusion confronted the serious student of what was legally 
what in insurance in Illinois. 


As long as business was booming, the situation was 
viewed without great alarm by the powers that were, 
both inside and outside of the State Insurance Depart- 
ment. However, the danger of the policy of letting well 
enough alone caught up with the State shortly after 
1929 and was further brought to the public’s attention 
by the failure of several large life insurance companies 
with losses that became a national scandal. Even then 
a new insurance code was not seriously considered but 
the investment laws for life and casualty companies were 
greatly strengthened by stringent and well worked out 
regulations. While a step in advance, this locking of 
the door after the horse was stolen was of no particular 
credit to Illinois, since the need of such regulation was, 
and indeed had been, so obviously necessary. As yet a 
lengthy list of other evils had not been seriously dis- 
cussed, 

During the interim between the 1933 and 1935 legis- 
lative sessions a sentiment grew up looking toward the 
thorough revamping of the Illinois insurance laws. This 
movement was led by the then newly appointed head of 
the Department, Ernest Palmer, together with some of 
the more public-minded spirits in the insurance frater- 
nity, including lawyers and economists of high reputation 
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who collaborated on the preparation of a code which 
was finally consolidated in a bill introduced in the As- 
sembly. Although rate regulation was dropped from the 
1935 bill, various national stock company groups opposed 
the measure with such effect that it was finally defeated 
in the Senate, and again failed to pass during a special 
session called later. 

It cannot be said that the 1935 campaign was a fail- 
ure, since the Code lost by a very small margin and the 
need of a new formula for insurance laws had been well 
advertised by the reports of committee meetings in the 
press, and by the general discussions among those most 
interested. Growing out of this was a determination of 
the Illinois Bar Association to look into the subject at 
length, and the Insurance Section of that organization 
spent months on compiling suggestions for a complete 
revision of the Code. Their recommendations, when 
merged with the ideas of Director Palmer, produced a 
bill which had for its objectives : 

First — Complete Modernization; Second Provisions for 
securing uniform rates and rating practices for fire and auto 
insurance; Third Making mandatory the use of the new 
New York form of fire policy; Fourth Stiffening in general 
the organization requirements of companies. 

As soon as the Code bill was introduced many strange 
things began to happen. Captious and obstructive amend 
ments in great volume were proposed by many legisla 
tors who attributed them to many sources. A fine Italian 
hand readily recognizable by everybody was evident in 
opposition from the very start. One committee meeting 
broke up in a near-riot. The insurance 
committee rooms on were 
crowded with representatives of the 
top and the bottom of the insurance 
world with all gradations between. 
The Code was time after time all but 
smothered with oratory and tobacco 
smoke. Revisions were 
which, one added to the other, would 
have made the Code objectionable to practically every 
type of insurance company. 


occasions 


suggested 


In the lower house, obstructions, often appearing as 
if by magic overnight, barred the way. But the public, 
the legal profession, the long-suffering policyholder, and 
the now awakened agent went to work to acquaint the 
legislators with the real purpose of the Code. There were 
rumblings of a steam-roller vainly trying to get started 
to flatten out the bill; there were fireworks in public and 
private debates ; there was talk of sinister practices which 
everyone hoped was unfounded; there were blue mo 
ments when it looked as if the Code had no chance. But 
the pessimists had not reckoned the full strength of the 
Code’s friends for on June 2 the bill passed the House 
unanimously and another long chapter in insurance 
progress was completed. The effect, of course, will be 
felt far outside the boundaries of Illinois. 

ee @ ® 

N YW that the battle is over, we wonder whether 

the anti-Code forces will not find, as has been 
found in other states, that insurance regulation has dis 
tinct merits which may have been overlooked in the 
heat of discussion. Even though the old-fashioned 
method may have seemed easily comfortable to those who 
had prospered most under unrestricted competitive con 
ditions, yet such companies have continued to flourish 
when legislation or trade agreements put an end to rate 
cutting or ulterior misclassification, Competitive chaos 
is not, or should not, be the normal thing in any insur 
ance field or territory. In the long run the biter gets 


bitten about as much as he bites, with the result that there 
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are painful and annoying wounds for 
every company to nurse. After the 
expense and furtive effort involved in 
concocting “relief rates” for favored 
risks the final effect is a balancing out 
so that the aftermath is not so much 
different than would have been pos- 
sible without the fancy figuring and 
running around in circles that had 
gone before. 

The insurance world is going to 
have regulation whether companies, 
or groups of companies, like it or not. 
Revamping of rating laws is in the 
cards in many sections of the country 
to be given attention at the next ses- 
sions of various legislatures. Com- 
mon sense would counsel that insur- 
ance people should face this problem 
and try to get together on promoting 
rating and other regulation under 
conservative but constructive control. 
The former policy has reached the 
limit of its advantage to anybody. The 
big and powerful offender has found 
himself of late years met by offenders 
quite as big and powerful. Insurance 
cannot long continue to be a constant 
dog fight. The public wants a change 
and is even now rapping loudly on 
the table for more and better service. 
The new Illinois Code will prove it- 
self a dish much relished by policy 
holders. 

e* @« ® 


Accidental Deaths Increase 
During 1936 


\ REPORT ISSUED BY THE 
NATIONAL SAFETY COUNCIL REVEALS 
that accidental deaths in the United 
States during 1936 totaled 111,000, 
an increase of 11,033 over 1935. 


JUST 


\lthough motor vehicle fatalities 
reached an all time high, home acci- 
dents accounted for the largest num 
ber of deaths and showed the greatest 
increase during the year. Home acci- 
dents killed 38,500 last year as com 
pared with 32,000 in 1935. Deaths 
due to automobile accidents reached 
37,800 as contrasted to 36,859 the 
previous year. Other public accidents 
for 1936 totaled 20,000 as against 
18,000 in 1935, and occupational fa- 
talities totaled 18,000 as opposed to 
16,500 the previous year. 

Even though motor vehicle deaths 
soared to a new record everything is 
not as dismal as it seems and the re- 
port points out that several encour- 
aging signs were noted. That the 
average motorist did a better job of 
driving during 1936 than in previous 
years cannot be denied, for while 
gasoline consumption was up nearly 
11 per cent, meaning 22,000,000,000 
more miles of travel, motor deaths 
advanced only 4 per cent. 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 

















Miscellany 
\ REWARD OF FIVE 
FERED FOR A METHOD OF 
out fires in air-conditioning ducts 
Lloyds are holding conferences in 
what to do after 
recent events in Illinois and Texas 
Reversing the usual process, the 
public is assuming a show me atti- 
tude toward the Missouri idea that 
adjusters are lawyers — Connecticut 
Legislature has repealed over the 
veto of the Governor, its former guest 
law which was a model of its kind 
Most of the Hindenburg insurance 
was carried by German companies 
and death claims averaging $12,000 
per victim are now being paid — One 
company has announced that it will 
carry insurance against damage by 
termites Traditionally dry areas 
in New Mexico are making hundreds 
of claims for recent damage by floods 
and hail New Brunswick has just 
created an insurance department and 
E. B. Maclatchy has been appointed 


DOLLARS 
PUTTING 


IS OF 


London to decide 


the first Commissioner — American 
Medical Association trustees are urg- 
ing a National Department of Health 
to be operated under one directing 
head — New England does a big 
tourist business, but the single State 
of Michigan does more — Alaska has 
a new insurance code to be effective 
December 31 this year — the Pacific 
Coast area ranks first in sales of pas- 
senger cars and refrigerators on a 
population basis, New York is at the 
top in life insurance and Wyoming ts 
ahead for commercial cars — Despite 
recent crashes, airline travel con- 
tinues to increase ; 74,972 passengers 
carried in March — White collar 
unions are making considerable head- 
way in some localities — Pools of 
water on flat roofs are being used to 
supplement air conditioning — H. L. 
Mencken says all voters should be at 
least twenty-five and legislatures of 
the one house variety with ministers, 
priests, bankrupts, lunatics, and lob- 
byists barred from membership — 
President and Mrs. R. shook hands 








i 








with 16,650 persons at the White 
House last year — 20,000,000 people, 
including the inevitable little Willie, 
viewed circuses in this country dur- 
ing 1936 — Early 1937 flood condi- 
tions were caused by an estimated 
177,000,000,000 tons of rainfall — 
Bureau of Labor estimates 34,138,000 
persons in non-agricultural work — 
Microphones for recording testimony 
on wax cylinders are now being sug- 
gested for more accurate court re- 
porting — Economists predict boom 
times in 1938; and just then the 
stock market went down. 


= ee 636 
Jesse Jones and Glenn Frank 


to Address Denver 


Convention 
IN HIS FIRST ANNOUNCEMENT ON 
THE PROGRAM OF THE FORTY-EIGHTH 
Annual Convention of the National 
Association of Life Underwriters to 
be held in Denver, August 23-27, O. 
Sam Cummings of Dallas, national 
program chairman, has released the 
names of Jesse H. Jones, chairman 
of the Reconstruction Finance Com- 
mission, and Glenn Frank, as the 
two speakers from outside the busi- 
ness who will address this meeting. 
Dr. Frank will speak before the 
Convention at its session on August 
26 and Mr. Jones will deliver his 
address the following day. 


Policemen Graduate from 


Northwestern 

GRADUATION EXERCISES FOR THE 
FIRST CLASS OF STUDENTS OF THE 
Northwestern University Traffic 
Safety Institute were held at the 
Edgewater Beach Hotel in Chicago 
on May 28th. The course was made 
possible by a grant of the Kemper 
Foundation For Traffic Police Train- 
ing, for the purpose of providing a 
small nucleus of officers with the 


return to their cities and states and 
more effectively assist in reducing the 
toll of automobile accidents on their 
streets and highways. 

Speakers at the commencement ex- 
ercises included Arthur J. Todd, 
Chairman, Sociology Department, 
who spoke on “The Traffic Institute 
and the University”; A. R. Hatton, 
Chairman, Political Science Depart- 
ment, “The Importance of Training 
in Public Service”; Sidney J. Wil- 
liams, Director of Public Safety Di- 
vision, National Safety Council, “The 
Importance of Enforcement to Public 
Safety” ; H. G. Kemper, “Our Foun- 
dation” ; and Lieutenant F. M. Kreml, 
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Director of the Institute, who served 
as toastmaster. 

Diplomas were presented by Wal- 
ter Dill Scott, President of North- 
western University, to Richard O. 
Bennett, George M. Burns, Lee Gray 
Cary, Emmett S. Elliott, Richard 
Holcomb, Joseph L. Lingo, Francis 
J. McCabe, Daniel G. Reynolds, and 
Louis O. Rost. 


Commissioners’ National 


Convention 

THE PROCEEDINGS OF THE MEETING 
OF THE NATIONAL ASSOCIATION OF 
Insurance Commissioners at Phila- 
delphia will be fully reported in our 
next issue, but as a memorandum of 
the occasion and as a matter of pres- 
ent interest we are printing the pro- 
gram below. 


PROGRAM 


NATIONAL CONVENTION 
OF 
INSURANCE COMMISSIONERS 


Sunday, June 20th 
3:00 P. M. Baseball Game — Shibe Park 
Athletics vs. Detroit 
Monday, June 2\Ist 
Registration 
10:00 A.M. Convention called to order 
Addresses of Welcome: 
Hon, George H. Earle, 
Governor of Pennsylvania 
Hon. S. Davis Wilson, 
Mayor of Philadelphia 
Hon. Owen B. Hunt, 
Insurance Commissioner of 
Pennsylvania 
Address: ‘‘Retrospective 
Rating” 
Hon. Harry J. Mortensen, 
Commissioner of  Insur- 
ance, Wisconsin 
12:30 P.M. Visiting Ladies’ Luncheon 
Lincoln Hall, 
Union League 
Afternoon Committee Meetings 
Afternoon Fire Protection Display at 
the Independence Hall 
Busses will leave from 
Bellevue-Stratford 
Golf at Merion and Pine 
Valley 
8:30 P. M. Informal Reception and Get- 
‘Together 
3y Commissioner Owen B. 
Hunt Bellevue Roof 
Tuesday, June 22nd 
10:00 A.M. Address: “Compulsory Au- 
tomobile Insurance, or What” 
Hon. John C. Blackall, 
Insurance Commissioner, 
Connecticut 
Committee Meetings 
Visiting Ladies’ Tour of the 
Wanamaker Store 
Visiting Ladies’ Luncheon, 
Crystal Tea Room, 
The Wanamaker Store 


Morning 


12:30 P. M. 


2:00 P.M. Sightseeing Trip 
Golf at Merion and Pine 
Valley 

8:30 P.M. Pamunkey Ceremonial 


8:30 P.M. Visiting Ladies 
Wednesday, June 23rd 
10:00 A. M. Final Business Session 


Bridge 
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Noon Adjournment 
Morning Visiting Ladies’ Tour of Art 
Museum 


Navy Yard 

Visiting Ladies’ Luncheon— 

Green Hill Farms Hotel 

Overbrook, Philadelphia 

12:45 P.M. Buffet Luncheon — Phila- 
delphia Country Club (Bala 
Course) for Golf Tourna- 
ment Players 


12:30 P.M. 


Golf Tournament — Phila- 
delphia Country Club (Bala 
Course) 


2:00 P.M. Visiting Ladies leave Green 

Hill Farms Hotel for trip 

to Valley Forge 

Formal Banquet — Ball 

Room, Bellevue-Stratford 

Thursday, June 24th 

Noon Leave headquarters hotel via 
bus for Atlantic City, with 
headquarters at the Ambas- 
sador Hotel 


7:00 P.M. 


Afternoon Visitors may follow personal 
plans 

6:30 P.M. Shore Dinner at Hackney’s 
Restaurant 


Friday, June 25th 
9:00 A.M. Breakfast — The Ambassa- 
dor Hotel 
No planned activities 
Boardwalk sightseeing, Surf 
Bathing, etc. 
Late Morning or 
Afternoon 3usses available at Ambas- 
sador Hotel for return trip 
to Philadelphia 


Morning 


Dr. Manes to Continue 


Teaching In the U.S. 


DR. ALFRED MANES, RETIRED HON- 
ORARY PROFESSOR OF THE UNIVERSITY 
of Berlin, Germany, who has been 
active since 1934 as invited professor 
of a number of South and North 
American Universities, has received 
invitations for the year 1937-1938 
from the University of Buenos Aires 
and from the University of Santiago, 
Chile, as well as an invitation from 
the Chilean insurance companies to 
found a Research Institute. 

In addition, he was again invited 
by the State University of Indiana, 
Bloomington, Indiana, U. S. A,, 
where he has béen teaching during 
the past year as one of the Patten 
Foundation professors. Dr. Manes 
has decided to continue his teaching 
activity in the United States in the 
following year. By means of speeches 
and lectures he has given and ar- 
ticles he has published, he has aroused 
a general interest in the International 
Insurance Exhibition, the foundation 
of an insurance museum and also the 
establishment of an international in- 
surance center. 

Dr. Manes was recently widely 
quoted in the press throughout the 
United States because of his remarks 
on “hyper-inflation” made in a speech 
before a convention of the Life Man- 
agement Association in Omaha. Con- 
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cluding his speech he said: 

“The United States will never have 
hyper-inflation, because of its geographic 
isolation, the stability of its government, 
the variety of its products, which results 
in economic independence, its huge gold 
reserve, its wide-spread middle class and 
many other favorable conditions, not 
found in any other part of the world.” 

* J = 


Mutual Agents Organize 

in Michigan 

AT A MEETING OF INSURANCE 
AGENTS HELD AT THE OLDS HOTEL IN 
Lansing, Michigan, on June 2, 1937, 
the Michigan Association of Mutual 
Insurance Agents was formally or- 
ganized and the following officers and 
directors were elected to serve to 
January 1, 1938: 

John H. Loerch, Detroit, Presi- 
dent and Director; D. H. Ederle, 
Grand Rapids, Vice President and 
Director; Wilbur Thomas, Detroit, 
Secretary and Director; J. B. Allen, 
Battle Creek, Treasurer and Direc- 
tor; Dorr Frisbee, Detroit; H. C. 
Steward, Monroe; Emil G. Lambert- 
son, Lansing; J. K. Hine, Bay City; 
and Stan Kemp, Greenville, Di- 
rectors. 

Insurance agents in the State of 
Michigan representing mutual and 
stock companies are eligible for mem- 
bership in this new association. The 
association voted unanimously to af- 
filiate with the National Association 
of Mutual Insurance Agents. Ap- 
pointment of committees will be made 
later. The mailing address of the 
Michigan Association of Mutual In- 
surance Agents will be the office of 
the Secretary at 1026 Fox Theater 
Building, Detroit, Michigan. 


James W. Scott Dies in 
Accident 


IT IS WITH PROFOUND REGRET THAT 
WE ANNOUNCE THE DEATH OF JAMES 
W. Scott, President of the Mutual 
Casualty Insurance Company of New 
York City, on June 4, 1937. Death 
was due to injuries sustained while 
riding as a passenger in a taxicab, 
which collided with an auto. 

Mr. Scott was formerly President 
of the National Ice Association of 
America; President of the Ice Pub- 
licity Association of New York; 
President of Burns Brothers Ice and 
Coal Company ; and at the time of his 
death was a Director of the Ameri- 
can Ice Company. It was his inter- 
est in the ice industry that caused 
him to form the Mutual Casualty In- 
surance Company, which was first 
known as the Ice Dealers Mutual 
Casualty Insurance Company. 
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What Is Insurance ? 


THE LACK OF AN EXACT DEFINI- 
TION OF THE TERM “INSURANCE,” 
and the need for such a definition in 
view of the considerable legal, regu- 
lative and legislative attention which 
is accorded insurance companies, is 
called to attention in an editorial re- 
cently appearing in the New York 
Journal of Commerce. 

The editorial points out that in es- 
sence insurance is an agreement, for 
a consideration, to make good a loss 
resulting from the happening of an 
event which may or may not occur, 
or from one which is certain to occur 
but the time of whose occurrence 
is uncertain. Whether the insurer 
agrees to make good the loss by pay- 
ment of money or performance of a 
service is immaterial. It argues that 
a clearly drawn statutory definition, 
broad enough to include contracts to 
perform a service as well as those to 
pay money in event of the happening 
of a specified contingency, would 
clear away doubt as to the nature of 
borderland agreements. 


Brewers Form Research Body 

OVER THREE HUNDRED MEN AND 
WOMEN, LEADERS IN MANY FIELDS — 
education, economics, industry, so- 
cial welfare, and the brewing industry 
— attended the initial meeting of the 
United Brewers Industrial Founda- 
tion recently held in New York City. 

Jacob Ruppert, Chairman of the 
foundation, spoke and other ad- 
dresses were given by Herbert Bay- 
ard Swope, D. C. Pettijohn and 
James W. Gerard. The purpose of 
the organization was declared to be 
the fostering of recognition by the 
brewing industry of the importance 
of its relationship to the public and 
its determination to align itself with 
all the forces in America working for 
intelligent progress. A booklet en- 
titled, “Brewing and the Public In- 
terest,” has been issued by the Foun- 
dation which has offices at 21 East 
40th Street, New York City. 
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What’s What About Office 
Machines 


\ CORPORATION KNOWN AS OFFICE 
MACHINES RESEARCH, INC., HAS BEEN 
organized in New York to conduct 
an independent and scientific investi- 
gation and analysis of office machines. 
It is to report monthly on the tech- 
nical construction, the operative capa- 
bilities and the special applications of 
machines now on the market and of 
all new developments as they occur. 





The idea underlying the American 
company originated in Europe among 
the officers and directors of the Dutch 


and English companies. While the 
American concern is an entirely in- 
dependent organization, it is affiliated 
with the foreign companies. 

Precautions will be taken to insure 
that information sent out will be un- 
biased and the company will provide 
a service under two classifications : 

1. The American edition will include 
reports upon American machines and 
those foreign machines which are 
obtainable on the American market. 
A foreign supplement which will 
contain reports upon foreign ma- 
chines not at present upon the Amer- 
ican market but of general interest 
in a consideration of the subject. 

The address of the Office Machines 
Research, Inc., is 630 Fifth Avenue, 
New York City, and the list of of- 
ficers, board of directors and advisory 
board include: 

Officers 
President: A. P. Richardson, formerly 

Secretary of the American Institute of 

Accountants and for 25 years Editor of 

the Journal of Accountancy. 
Treasurer: R. W. Starreveld, President, 

International Office Machines Research 

Corporation, Amsterdam. 

Secretary: A. P. Bowen. 
Board of Directors 
Cecil S. Ashdown 
Norman C. Firth 
A. P. Richardson 
R. W. Starreveld 
Consulting Director of Research 

H. R. Russell, Past President, 

Office Equipment Manufacturers In- 


stitute. 
Advisory Board 


I. J. Berni, President, 

National Office Management Associa- 
tion. 

Eric A. Camman, Past President, 
National Association of Cost Account- 
ants. 

Alvin E. Dodd, President, 

American Management Association. 

F. Richmond Fletcher. 

E. B. Gage. 

C. J. Maxey, Chairman, 

Committee on Accounting Machinery, 
New York State Society of Certified 
Public Accountants. 

John B. Niven, Past President, 

American Institute of Accountants. 


Former Georgia Deputy 


Retires 


FORMER DEPUTY INSURANCE COM- 
MISSIONER LEWIS A. IRONS OF GEOR- 
gia, has announced his retirement 
from the insurance field after 41 years 
of service. Mr. Irons joined the Geor- 
gia Insurance Department in 1921 
when he accepted the post of Deputy 
Insurance Commissioner under the 
late Comptroller General William A. 
Wright. He has served the Depart- 
ment in that capacity continuously 
since that time. 
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CASUALTY 
NEWS .-. 

















Stock Casualty Figures 

THE STOCK CASUALTY AND SURETY 
INSURANCE COMPANIES WHICH ARE 
members of the National Board of 
Casualty and Surety Underwriters— 
59 in number—showed a considerable 
increase in underwriting profits for 
1936, as against 1935, reports recently 
released reveal. 

A net underwriting gain of $32,- 
050,134 is shown for 1936 by the 59 
companies, as compared with $10,- 
360,484 in 1935. They sustained 
their heaviest proportion of losses in 
the accident and health field. 





N. Y. Legislators to Study 


Auto Insurance 

RECOMMENDATION TO THE NEW 
YORK LEGISLATURE OF THE JOINT 
Legislative Committee to Investigate 
Automobile Insurance that it be per- 
mitted to continue its work for an- 
other year, reporting to the 1938 ses- 
sion of that body, is said to look for- 
ward during coming months to one 
of the most intensive studies of au- 
tomobile insurance yet made by leg- 
islators. 

The committee is headed by Chair- 
man Julius S. Berg, of the Bronx. 
Other members are James A. Gar- 
rity, Westchester; Leigh G. Kirk- 
land, Cattanaugus; Michael J. Gillen, 
Kings; R. Foster Piper, Duchess ; 
and Herbert A. Rapp, Genesee. 

The committee proposed to con- 
duct its investigations along five 
lines : 

1. An analysis of 10,000 accident re- 
ports filed in New York State during 
1935 and 1936, for the purpose of ascer- 
taining the variance in percentages of re- 
covery in insured and non-insured cases, 
and to compare the results with a similar 
number of workmen’s compensation cases. 

2. An analysis of the rate-making 
structure for New York of both mutual 
and stock companies to see whether rates 
can be reduced, with the idea of thus in- 
creasing voluntary insurance. 

3. A further investigation into com- 
pulsory automobile insurance in order to 
determine whether a proposed compulsory 
automobile insurance law to be adopted 
in New York should include both per- 
sonal injury and property damage, guest 
coverage, extra-territorial coverage, and 
compulsory insurance with regard to un- 
authorized risks. The establishment of a 
board of appeals similar to that in Mas- 
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sachusetts, and the establishment of a 
state fund to write in competition with 
private carriers are other possibilities. 

4. The possibilities of establishing a 
workable merit rating system to compen- 
sate insureds for good accident records. 


5. The investigation of the continen- 
tal system of compulsory insurance com- 
bining both common law liability for per- 
manent injuries and death cases, and a 
compensation plan based upon fault for 
temporary injuries at the election of the 
accident victim. 


Adjusters and/or Lawyers 

THE QUESTION OF HOW FAR IN- 
SURANCE COMPANY EMPLOYEES MAY 
go in the handling of claims before 
being forced by statute to employ a 
lawyer — one of the most vexing 
problems with which the major casu- 
alty organizations have been faced of 
late — was placed squarely before 
the courts recently when Attorney 
William S. Hogsett, Kansas City, 
filed with the circuit court at Co- 
lumbia, Mo., a petition for declara- 
tory judgment raising this point. 

His petition was filed on behalf 
of the six mutual casualty insurance 
companies having the largest num- 
ber of Missouri policyholders — Lib- 
erty Mutual Insurance Company, 
American Mutual Liability Insurance 
Company, Employers Mutual Liabil- 
ity Insurance Company, Employers 
Mutual Indemnity Corporation, 
Hardware Mutual Casualty Com- 
pany, and Lumbermens Mutual Cas- 
ualty Company. These companies 
wrote some $2,000,000 in casualty 
premiums in Missouri during 1936, 
and returned approximately $400,- 
000 in savings to their Missouri pol- 
icyholders. 

The petition named as defendants 
Boyle Clark, general chairman of 
bar committees of the state of Mis- 
souri, and the members of his ad- 
visory committee — James A. Parks, 
John C. Grover, J. D. James, Grover 
C. Sibley, and Albert F. Hillix. Per- 
mission to sue was granted by the 
Missouri Supreme Court, and the pe- 
tition was filed at Columbia, Chair- 
man Clark’s home, to speed the mak- 
ing of his reply. The reply was filed 
recently. 

Trial of the question is counted 
upon to determine whether insurance 
company representatives are engag- 
ing in the practice of law when they 
fill out the various forms required 
in the settlement and investigation 
of claims made against policyholders. 
Because the decision will set an ex- 
tremely important precedent, which 
may affect every other line of busi- 
ness in which disputes arise, an ap- 
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peal to the Missouri Supreme Court 
is regarded as certain. 

The use of the declaratory judg- 
ment procedure in cases of this sort 
is comparatively new. Under this 
method the insurance companies set 
out that they operate along certain 
lines in paying their claims, and pe- 
tition the court to decide whether, 
under the decisions and statutes of 
Missouri, they are in so doing en- 
gaging in the practice of law. 

The petition charged that the Mis- 
souri statute defining the practice of 
law is unconstitutional, in that it is 
unreasonable, indefinite, and arbi- 
trary. The petition outlined the 
procedure which the six companies 
follow in the settlement of claims, 
and denied that such procedure con- 
stitutes the practice of law. The pe- 
tition pointed out that the suit comes 
as the result of a campaign waged by 
Clark and his committee, which has 
had as its object the barring of lay- 
men from all activities which, in the 
committee’s opinion, constitute the 
practice of law. 


Compensation News 


from N. Y. 


THE ANNUAL REVISION OF WORK- 
MEN’S COMPENSATION INSURANCE 
rates for New York State has been 
approved by Louis H. Pink, Super- 
intendent of Insurance, effective July 
1, 1937, according to press releases 
sent out by the Department. The 
new rates are approximately 2% 
lower than those in effect at the pres- 
ent time and should produce an an- 
nual saving of more than $1,000,000. 

There are 631 classifications of em- 
ployment of which 470 received ma- 
terially reduced rates, 143 were 
increased slightly and 18 remained 
the same. The manufacturing classifi- 
cations received the largest reductions 
averaging 7% over all. 

The loss and expense constants 
which enter into minimum premiums 
have been reduced for manufactur- 
ing concerns from $42 to $39, for 
contracting concerns from $41 to 
$27, for employers in the Federal 
classification from $50 to $39, for the 
employers which come under the 
classification of “all other” this con- 
stant has been increased from $48 
to $21. 

Occupational Disease Hazards 

The Workmens Compensation Act 
has been amended to increase the 
amount of benefits payable to an em- 
ployee disabled by silicosis or other 
industrial disease. The increase of 
benefits requires an increase in the 
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amount of premium. The foundry 
class rate has been increased from 
$0.98 to $1.48. 

A schedule rating plan has been 
adopted for foundries. This plan will 
allow a credit resulting in a lower 
premium for those plants where pro- 
tective appliances are installed and 
the operations are conducted accord- 
ing to standards set forth in the plan. 
The full compliance with the stand- 
ards entitles the employer to a 35% 
reduction in the occupational disease 
rate. This would reduce the new 
basic rate of $1.48 to $0.962, which is 


below the present rate. 


Retrospective Rating 


The Compensation Insurance Rat- 
ing Board has adopted the recom- 
mendations of the Superintendent of 
Insurance respecting eligibility re- 
quirements and interstate application 
of this plan. 

The Board has asked that in de- 
termining the experience of a risk 
that comes under the retrospective 
rating plan all cases shall be valued 
at the actual cost subject to a maxi- 
mum charge of $10,000 for indemnity 
and medical combined. The Board 
likewise asked for the retention of the 
originally proposed loss conversion 
factor until study has demonstrated 
that a modification in the expense 
loading can properly be made. These 
changes which differ from the Su- 
perintendent’s suggestions have been 
provisionally approved because of the 
experimental nature of the whole 
retrospective rating plan. 


Night Accidents Due to 
Faulty Driving Vision 

THE REASON WHY SOME AUTOMO- 
BILE DRIVERS SEE WELL AT NIGHT 
while others are nearly blind with- 
out knowing it was demonstrated at 
a recent meeting of the House of 
Delegates of the American Medical 
Association in Atlantic City. By 
means of a new optical test it was 
revealed that there is dark purple 
liquid in the human eye known to 
medical men as “visual purple” which 
flows from the nerve endings in the 
eye, known as the “rods.” It is pos- 
sible for these “rods” only to func- 
tion in dim light. Seeing in daylight 
or bright light is done with a differ- 
ent set of nerves, known as “cones” 
and they have none of the dark purple 
fluid. 

It was suggested by speakers who 
discussed this subject before the med- 
ical group that the eyes of drivers 
of all public conveyances should be 
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tested for adequate purple night fluid. 
Officials of Pennsylvania, New Jer- 
sey and other states, it was said, have 
asked for the new purple fluid test 
instruments so that they may test 
drivers of public vehicles operating in 
their states. 

During the test it was pointed out 
that despite the fact that during day- 
light their sight is perfect, possibly 
ten per cent of the motorists have 
some degree of serious blindness at 
night. 


Death of Wesley M. Graff 


WESLEY MONTIETH GRAFF, DIREC- 
TOR OF THE SAFETY ENGINEERING 
Division of the National Conserva- 
tion Bureau, died at his home in 
Westfield, N. J., on June 5th. He 
had been ill for several months and 
was on leave of absence at the time 
of his death. He is survived by his 
wife, Mrs. Marjorie Higgins Graff, 
and three children, the Misses 
Marian and Barbara and Wesley M. 
Graff, Jr. 

An industrial engineer of broad 
training and experience, Mr. Graff 
joined the staff of the Conservation 
Department of the National Bureau 
of Casualty and Surety Underwriters 


in May, 1931, as director of the 
safety engineering division. He was 


chairman of the Bureau’s engineer- 
ing committee, and represented the 
member companies on many impor- 
tant code committees, including: 
Chairman of the Safety Committee 
of the American Society of Mechan- 
ical Engineers; Executive Committee 
of the American Society of Safety 
Engineers, and vice-chairman of the 
Executive Committee of the New 
York Metropolitan Ghapter of that 
organization ; Committee on Compen- 
sation for Industrial Diseases of the 
New York State Department of 
Labor; Pennsylvania Commission on 
Compensation for Occupational Dis- 
eases; Advisory Committee of the 
Division of Labor Standards of the 
United States Department of Labor; 
and various committees of the Amer- 
ican Standards Association ; National 
Safety Council; Greater New York 
Safety Conference, Illuminating En- 
gineering Society; New York Tuber- 
culosis and Health Association and 
the National Conference on Silicosis. 
He was a member of the American 
Public Health Association, member- 
ship in which is accorded only by 
special invitation. Just before his 
death, he was engaged in a complete 
rewriting of the Handbook of Indus- 
trial Safety Standards, one of the 








most widely circulated publications in 
the industrial safety field. 

He was an early convert to the 
belief that occupational diseases are 


easier and better prevented than 
compensated for, and his efforts 
were directed toward discovering the 
best engineering methods of disease 
prevention. In 1932, his work in this 
field was recognized, and he was ap- 
pointed by Governor Gifford Pinchot 
to the Pennsylvania Commission on 
Compensation for Occupational Dis- 
*ases. 

Mr. Graff was born in Brooklyn, 
May 11, 1890. He attended Poly- 
technic Preparatory School in 
Brooklyn, graduating in 1907, and 
then entered Polytechnic Institute in 
Brooklyn where he began his studies 
in engineering. Later he attended 
Sheffield Scientific School at Yale 
University, graduating as a Ph. B. 
in 1911, and winning a master’s de- 
gree in engineering, after post-gradu- 
ate studies, in 1914. 

As a young engineer, Mr. Graff 
worked in the construction of the 
Pennsylvania Railway Terminal in 
New York City. Upon its completion, 
he entered the electric power field, 
designing and installing power sys- 
tems for large utility corporations. 
During the world war, he worked for 
the Ordinance Department in Wash- 
ington on Motor Vehicle Equipment. 

In 1919 he became vice president 
of Graves, Graff and Dresser, Inc., 
a firm of consulting engineers. Sub- 
sequently, he established the Graff 
Engineering Corporation of which he 
was president. The firm dealt with 
mechanical and electrical engineering 
equipment and industrial processes. 

He moved to Westfield, N. J., 
from Brooklyn in 1917, and was ac- 
tive in civic and political affairs in 
this city. For several years he was 
chairman of the Westfield Republican 
Committee. 
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Views On Compulsory Auto 


Insurance Question 

ASSERTING THAT IT IS MORE IM- 
PORTANT TO SAVE LIVES THAN TO 
compensate for lives lost, Howard M. 
Starling, of the National Association 
of Casualty and Surety Executives, 
reflected the attitude of his organiza- 
tion on compulsory automobile lia- 
bility legislation, in an address made 
in connection with the recent Penn- 
sylvania Insurance Days program at 
Pittsburgh. 

In his opinion there are seven 
major objections which may be raised 
against all such plans: 














1: There is no evidence that compul- 
sory automobile insurance tends to de- 
crease accidents. Since the enactment of 
the compulsory insurance law in Massa- 
chusetts motor fatalities there have in- 
creased 36%, as against a decrease of 
about 10% in New York and New Jersey, 
which have no such law. 

2. There is no evidence that it has 
aided in enforcing traffic laws and safety 
regulations. 

3. There is overwhelming evidence 
that it has promoted wholesale fraud, 
racketeering and ambulance chasing as to 
claims. 

4. It has never accomplished its objec- 
tive of providing full 100% security for 
those with just and legal claims. 

5. Compulsory insurance in Massa- 
chusetts has been enmeshed in_ politics 
from the beginning, with the result that 
politics have had a material influence on 
insurance rates. 

6. Insurance rates in the more populous 
zones in that state have increased out of 
all ratio to increases in similar territories 
elsewhere; and there is no reason to doubt 
that a like experience would result from 
compulsory insurance elsewhere, no mat- 
ter what safeguards were established. 


7. Under compulsory insurance in Mas- 
sachusetts many insurance companies have 
left the state because they could not do 
business under the conditions, one of which 
is that they are virtually compelled to ac- 
cept undesirable risks. This trend would, 
in the final analysis, lead to a state in- 
surance fund. 


FIRE 
NEWS ... 

















Rural Fire Loss Problem 


AN INCREASE IN EFFORTS TO CUT 
\MERICA’S RURAL FIRE LOSS WAS 
urged strongly as one of the major 
objectives to be pursued by the Na- 
tional Fire Protection Association 
during the coming year by Manag- 
ing Director Franklin H. Wentworth 
at the recent annual convention of 
that organization held in Chicago. 

“We are still quite definitely concerned 
over the continued high aggregate of 
losses in our rural and small town dis- 
tricts,” he declared. He reported that a 
more modern form of model state fire 
laws is being sought by the Association. 

“Fire prevention education in the rural 
districts is almost as difficult as the edu- 
cation of thoughtless smokers or the users 
of fireworks. It is the individual who 
must be persuaded. 

“A new idea has recently made its ap- 
pearance in the fireworks field and is 
already being tentatively advanced in pro- 
posed legislation. It suggests that when 
the fireworks vendor is licensed a mini- 
mum bond of $5,000 be exacted from 
him to cover injury to persons or prop- 
erty the use of his wares may endanger. 
If such an idea might sometime be ex- 
panded to cover tobacco companies their 
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present cynical and indifferent attitude to- 
ward all fire prevention projects might be 
modified. But meanwhile the individual 
smoker must be our target, as must be 
also the individual farmer.” 

In commenting upon the national fire 
loss during 1936, the Association’s man- 
aging director declared: 

“Indirect losses due to interruption of 
production and sales made up a substan- 
tial proportion of the loss in many of 
the recorded large loss fires in manufac- 
turing and mercantile properties, and in 
part account for the increase in large 
loss fires for the year 1936, as compared 
with previous years, when fires entailed 
no loss of profits to concerns already 
operating at a deficit. 

“The important point at the moment is 
that 81% of our worst fires last year 
originated in and destroyed business or 
industrial buildings. To the casual ob- 
server it may seem perfectly logical that 
most of our $250,000 outbreaks should 
be in establishments which normally as- 
semble that much value under one roof. 

“Yet should it not seem even more 
logical that any firm with a quarter of a 
million dollars to lose would spend a few 
thousands on adequate protection of that 
wealth ? 

“The outstanding factor accounting for 
the gravity of the bulk of these conflagra- 
tions was inferior construction, and in no 
less than 23 cases the single item of ‘ex- 
cessive areas’ about tells the story. When 
all is said and done, the year 1936 saw 
nearly $14,000,000 sacrificed to the neglect 
of proved fire protection rules by less 
than three dozen establishments.” 


Lysle New President 
Western Millers 


FORMER VICE PRESIDENT E. D. LYSLE 
OF THE WESTERN MILLERS MUTUAL 
Fire Insurance Company of Kansas 
City, Missouri, has been elected to 
the presidency succeeding the late 
C. H. Ridgway. Paul Mohr, a mill- 
ing executive, has been named Vice 
President and Ward McGill, Presi- 
dent of the Kansas Milling Company 
of Wichita, succeeds Mr. Ridgway 
on the Board of Directors. 


Mutual Fire Gains 


THE MUTUAL FIRE INSURANCE COM- 
PANIES HOLDING MEMBERSHIP IN 
the American Mutual Alliance 
achieved numerous all-time financial 
highs during 1936, and premium 
reports received thus far this year 
indicate that increases will be ac- 
celerated considerably during 1937. 
These are the highlights revealed in 
the official composite annual state- 
ments just completed, and in the 
American Mutual Alliance’s quarterly 
survey of the premium volumes of 
its members. 

Reports covering the first three 
months of 1937 received from 49 of 
the larger companies show a net pre- 
mium income of $11,459,192 as 
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against $10,057,062 for the same 
period of 1936 a gain of 13.9%. 
For the full year of 1936 all Alliance 
fire insurance companies wrote $63,- 
860,142 in premiums; this was an in- 
crease of 8.5% over 1935, which was 
the most successful previous year in 
the history of the companies. 

Savings returned to policyholders 
in 1936 reached the sum of $15,918,- 
573, a gain of 8%. over the $14,740,- 
373 returned in 1935. Their payment 
brought the total savings to policy- 
holders since organization to the im- 
pressive total of $271,219,465. 

By classifications the 1937 quar- 
terly premiums show wide variations. 
Fire premiums, which accounted for 
most of the volume, showed the small- 
est increase. The figures for 49 com- 
panies are: 





First Quarter 1937 Increase Pct. 
Total net 


premiums .$11,459,192 $1,402,130 13.9% 


ie oe css 7,752,751 559,993 7.8% 
Automobile 1,152,818 305,267 36.0% 
Inland 

marine 120,537 46,699 63.2% 


283,590 
140,186 


Windstorm 
All other 


48,856 20.8% 
77,293 122.8% 


The practice of reporting premi- 
ums on supplemental coverages in 
the miscellaneous classification, in- 
stead of including them in fire premi- 
ums as formerly, is responsible in 
large measure for the heavy increase 
in the “all other’ classification. 

Among the more significant items 
in the composite financial statements 
are: 

Amount of insurance in force for 
all Alliance fire companies increased 
to more than 12 billion dollars in 
1936, as against 10% billions in 1935, 
a gain of 16.6%. 

Amount of net surplus to policy- 
holders increased to $72,457,846 in 
1936, as against $64,762,324 in 1935, 
a gain of 11.9%. 

Total of admitted assets increased 
to $135,296,373, in 1936, as against 
$120,526,600 in 1935, a gain of 
12.3%. 

Net losses paid increased in 1936 
to $20,003,602, a gain of 26.7% 
Premiums earned increased to $58,- 
903,504 8.8%. Losses incurred 
increased to $21,183,007 — 20.1%. 
Underwriting expense incurred in- 
creased to $22,257,459—9.7%. Gain 
from underwriting and profit and 
loss items showed a $765,453 de- 
crease to $15,478,501 — a decrease 
of 4.7%. 

A. breakdown of the assets of the 
companies reveals that there was 
little deviation during the year from 
the traditional mutual policy of con- 
centrating a large share of invest- 
ments in government, state, and mu- 
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nicipal bonds, even though there was 
an increase of some $6,000,000 in the 
amount of equities held by the com- 
panies at the end of 1936. Assets by 
classifications, as of December 31, 
1936, were: 

Aggregate assets all 


Stock fire Alliance fire companies 
average 1936 Pct. 


oe ers $11,924,940 8.8% 
41.17% Bonds ......... 84,025,744 35.1% 


40.04% Stocks ......... 13,246,212 98% 
3.04% Real Estate..... 8,735,365 65% 
2.42% Mortgage Loans 7,953,894 5.9% 
5.79% Other Assets... 9,410,218 6.9% 

The ratio of losses incurred to 


premiums earned rose to 36%. in 
1936, a reflection of the fact that the 
nation’s fire loss took an upward turn 
during the year, after several years 
of low losses. In 1935 the loss ratio 
averaged 32.6%. The ratio of under- 
writing expense incurred to premi- 
ums earned remained virtually sta- 
tionary at 37.8%. 


— “’After the Horse 
Was Stolen’’ 


THAT THE OLD ADAGE “HE WHO 
HESITATES IS LOST’ IS SOMETIMES 
true, was never better exemplified 
than during a recent fire which de- 
stroyed the Cal-Neva Lodge, famous 
resort on the California- Nevada bor- 
der. For five years the owners of 
the resort had considered the advan- 
tages of installing a sprinkler system, 
and only recently decided on the in- 
stallation. A fire, however, destroyed 
the lodge while workmen were busily 
engaged in putting in the system. The 
lodge was insured, but the U and O 
doubtless will be considerable. 
A new building is now in process of 
construction, the plans, of course, 
calling for an automatic sprinkler 
system. 


loss 


Who Patronizes Hotels? 


JUST AS WE WERE ABOUT TO MAKE 
A FEW COMMENTS ON THE REMARKS 
of E. I.. McManus, insurance coun- 
sellor for the American Hotel Asso- 
ciation, who told the members of his 
organization that their policies should 
be placed on a strictly “reciprocity” 
basis, along comes The American 
Agency Bulletin of June 4 and does 
most of the job for us. 

While we surmise that the Bulletin 
might have been mildly sympathetic 
toward a “reciprocity” program yield- 
ing advantage to stock insurance in 
general, that publication clearly sees 
the Ethiopian in the wood pile when 
it is suggested that favoritism be 
shown toward certain groups of stock 
companies. Although our complaint 


has to do with the McManus idea that 


the big volume of stock company con- 
vention business should cinch hotel 
insurance business exclusively for 
stock companies, yet fundamentally, 
the Bulletin’s reaction to the speak- 
er’s policy of unwarranted discrimi- 
nation is the same as ours. This is 
especially true when it is considered 
what a vast amount of money is spent 
by mutual people at conventions and 
otherwise at these same hotels. The 
before mentioned editorial follows : 


“* * * and one of McManus’ letters 
says :” 

‘This service will not interfere or 
conflict with your relationship with your 
insurance agent. Rather will it supple- 
ment his services and he should be 
quick to recognize its value to you. He 
probably represents one or more of the 
following companies which are cooper- 
ating 100 per cent with me in this loss 
prevention campaign.’ 

“He then proceeds to list the com- 
panies of the America Fore and North 
British Groups. But supposing an agent 
does not represent one of these companies, 
is he to lose his hotel business ? 

“It is reported that the New York Fire 
Insurance Exchange has had this ques- 
tion before it in an endeavor to determine 
if McManus is on the payroll of the two 
groups involved. If he is not licensed as 
an agent there is a fine point to be con- 
strued as to whether or not the letters he 
is sending out constitute solicitation. 

“The Hartford Fire has taken notice of 
this activity, and in the June issue of the 
Hartford Agent, has the following to 
Say: 

‘Our agents may have noted in the 
press recently the announcement that a 
Mr. McManus, who has been affiliated 
with the American Hotel Association, 
basing his efforts largely upon superior 
engineering service, would endeavor to 
influence hotel owners who were mem- 
bers of that Association to place their 
business with companies belonging to 
the America Fore or North British 
Groups. 


‘It is our understanding that Mr. Mc- 
Manus is now an employee of these 
groups. Just how powerful an influence 
Mr. McManus may be able to exert 
upon hotel owners, we do not know, 
but we need hardly tell our agents that 
there is nothing in the way of service, 
writing capacity or rating matters that 
the Hartford field staff cannot furnish 
our agents fully as well as can those 
of any other company in the business.’ 
“It is not our purpose at the moment to 

condemn the companies involved in this 
undertaking, although members of the Na- 
tional Association have pointed out that 
the companies as a whole should have 
joined in it. We are told that other com- 
panies were invited, but did not cooperate. 
“However, we give no credence to 
statements that the American Hotel As- 
sociation officials did not know what was 
going on. Back in December of last year 
a press release went out to all hotel 
periodicals announcing this ‘most impor- 
tant inspection and prevention campaign’ 
and naming the companies of the two 
groups as having pledged their facilities 
for ‘this great loss prevention effort.’ 
“Naturally, nobody has any kick against 
a loss prevention effort, whether it be 
directed to hotels, schools, hospitals, or 
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what not. But there does seem, at least 
by indirection, an attempt here to sew 
up the hotel business by two company 
groups.” * * * 


As an added comment we cannot 
resist calling attention to the out- 
standing fire prevention and inspec- 
tion services of the mutual insurance 
companies, which have established a 
national reputation for their work in 
this respect. All of the leading insur- 
ance companies, both stock and mu- 
tuals, are entitled to compete on their 
merits for any kind of business and 
“reciprocity” or any other kind of 
coercive pressure on the policyholder 
is a harking back into the dark ages. 

ee @ @ 

May Fire Losses Lower 

A RECENT REPORT OF THE NATION- 
AL BOARD OF FIRE UNDERWRITERS RE- 
veals that fire losses in the United 
States during May were almost 20 
per cent lower than for the previous 
month. The May losses amounted to 
$21,437,739 or $41,641 less than in 
May 1936, a decrease of .2 per cent. 
Compared with losses in April of this 
year, however, the decrease was $5,- 
226,115 or 19.6 per cent. Total losses 
for the first five months of 1937 
amounted to $131,145,479 as com- 
pared with $135,083,447 in the like 
period last year. 

e @ ® 


Arrange For Mutual 


Convention 

THAT THE ANNUAL CONVENTIONS 
OF THE NATIONAL ASSOCIATION OF 
Mutual Insurance Companies and the 
Federation of Mutual Fire Insurance 
Companies to be held in Grand Rap- 
ids, Michigan, October 4-7, will be a 
great success seems assured due to 
the conscientious and careful planning 
of the General Committee in charge 
of local arrangements. Several meet- 
ings have already been held to work 
out various details which will add to 
the pleasure and comfort of visiting 
delegates. 

L. P. Dendel of the Michigan Mill- 
ers Mutual Fire Insurance Company 
of Lansing is Chairman of the Gen- 
eral Committee in charge of the 
meetings. The following are mem- 
bers of the General Committee as 
well as Chairmen of special commit- 
tees: Banquet—H. E. Wilson; Fi- 
nance—W. V. Burras; Publicity— 
Ron Wilson; Ladies—Mrs. L. P. 
Dendel; Golf—S. L. Baker; Music 
—John DeHoog ; Reception—Milo A. 
White ; Registration—C. O. Senf ; and 
Transportation—L. A. Winchester. 

Other members at large of the Gen- 
eral Committee include: F. C. Kil- 
patrick, L. W. Sunday, Walter Otto, 
Harry J. Andress, V. V. Moulton, 
and L. D. Corwin. 
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Prevention Of Accidents And Industrial Disease Is Becoming One Of The Major Concerns Of Big Business 


RECENT DEVELOPMENTS IN WORKMEN'S 
COMPENSATION LEGISLATION 


HOSE who created Workmen’s 
Compensation Laws had com- 
mendable ideals, and apparently 
it was their intent to formulate a 
relatively simple, yet effective and 
equitable method of compensating 
certain groups of employees for in- 
juries, which might arise because of 
their particular employment. It was 
an entirely new departure precipi- 
tated by the rapid increase in indus- 
trial accidents due to major processes 
of industrial production by speedy 
and complicated machinery. It was 
a cooperative plan of sharing the 
cost of accidents, the employer pro- 
viding for a portion of the wage loss. 
Under the existing conditions the 
old Employers’ Liability Laws and 
system of insurance were not equi- 
table. 
It would be a hard master who 
would wish for a return of those 
conditions, yet employers are right- 


An Address Before the Chamber of 
Commerce of the United States, 
April 27, 1937 


By P. D. BETTERLY 


GRATON & KNIGHT COMPANY 
WORCESTER, MASSACHUSETTS 


fully protesting against the manner 
in which compensation for injuries is 
being handled today, under legisla- 
tive direction. 

Some say that there is grave dan- 
ger of a complete breakdown of the 
system, that the original laws were 
not intended to cover needs of char- 
ity, nor were they to be a panacea 
for personal ills, natural physical 
depreciation, or deliberate exposure 
to hazards. @ @ @ 

Recent Statutory Changes 

MENDMENTS have been al- 

most too numerous to mention, 
and it is not uncommon to have sev- 
eral hundred bills introduced each 


year to change the provisions of the 
compensation laws. Yet the danger 
is not in the number of changes, but 
their type and effect. Let us con- 
sider some of them. 

During 1936 rate changes were put 
into effect in 30 states, 13 of them 
showing an average increase, 17 an 
average decrease, in the amount of 
benefits. In 8 states funds adminis- 
tered by the states have been intro- 
duced. Occupational disease risks are 
now covered under new laws in IIli- 
nois and Indiana, and it is reported 
that Michigan is likely to pass a bill 
soon. In Pennsylvania an amend 
ment will probably pass which will 
increase almost every schedule of 
benefits. A self-insurers’ reserve fund 
is also proposed there. 

A comparatively recent develop- 
ment is to extend benefits for life in 
the case of permanent disability. A 
change of pronounced effect is the 








14—June, 1937 


extension of medical benefits, and an 
attempt to eliminate abuses which 
have resulted in excessive cost for 
this service. An interesting law in 
New York State provides for a re- 
serve fund of $3,000,000 to protect 
beneficiaries in case of insurance car- 
riers’ defaults in payments. 

To illustrate what may happen, 
Massachusetts passed a_ hazardous 
machinery bill under which every 
firm employing one or more per- 
sons in the operation of any machine 
which, by the record of the Indus- 
trial Accident Board, is capable of 
inflicting injury, shall provide com- 
pensation of a monetary nature which 
shall be not less than the Workmen's 
Compensation benefits. Employees 
must accept, and have no common 
law rights. Imagine the confusion 
and abuse of power which might re- 
sult under this law! 

The trend has been toward gen- 
eral increases, and the inclusion of 
occupational diseases, but there is a 
rising tide of protest which may re- 


strict advances from now on, and 
possibly lower some of the base 
rates, + * * 


Occupational Disease Benefits 


MAJOR development in the in- 

terpretation of the acts was to 
include occupational disease disabili- 
ties, and the situation has become so 
serious that some industries, notably 
those which are supposed to have 
silicosis hazards, are unable to get 
insurance. Various legislative at- 
tempts are being made to take care 
of the situation with varying results. 
There is definite evidence, however, 
that much of the exposure and al- 
leged disability is exaggerated, and 
based on hysteria or sympathy. 

One thing is certain, if general 
health insurance is to be provided it 
should not be limited to industrial 
employees, nor the costs of it as- 
sessed on industry only. The latter 
should be charged with the responsi- 
bility of taking care of only those 
whose disability is due to peculiar 
diseases arising out of the business. 

Michigan proposes a_ bill which 
provides a schedule of ailments to 
be covered. Quite the opposite of 
New York State which introduced a 
wide open bill, actually putting some 
firms: out of business. In figuring 
this problem through, it is well to 
keep in mind that even the health 
and accident insurance companies 
usually restrict benefits to certain 
types of diseases and accidents. 

To make a bad matter worse, 

coverage is being pro- 
many instances. For ex- 

employee may incur a 


retroactive 
vided in 
ample, an 
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gradual disability in one plant and 
leave for another plant where the 
second employer may be required to 
pay for the accrued liability. The 
practice of making special assess- 
ments in foundries, and some other 
dust-laden factories where a hazard is 
supposed to exist and not permitting 
these surcharges to be used in ex- 
perience rating, is highly discrimina- 
tory. 

That some bad conditions exist is 
not to be denied, and these laws are 
focusing attention on the real haz- 
ards. Undoubtedly they can be largely 
controlled, and we are quoting from 
the report of the Committee of the 
National Silicosis Conference held 
in Washington in February in saying 
that a successful approach to the in- 
surable side of the question should 
involve recognition of the value of 
safety engineering and loss preven- 
tion. A i 


similar opinion was ex- 
pressed by Mr. Henry D. Sayer, 
former Industrial Commissioner of 


New York State. 

Control through examinations or 
otherwise will produce a_ supple- 
mental advantage in improved gen- 
eral health. However, the inclusion 
of occupational diseases will pro- 
vide a greater field for unscrupulous 
persons and exaggerated claims a 
situation far worse than anything we 
are now experiencing under com- 
pensation laws. 

A highly desirable procedure would 
be to have individual policies for 
employees, on a contributory basis, 
with each succeeding employer con- 
tributing his share of the reserve for 
the final period of disability. (It is 
well worth while to read the con- 
clusions of the National Silicosis 
Conference in reference to the many 
problems, particularly prevention, 
and accrued liabilities. ) 

ee @ @ 
Practical Effects 

HI practical effect of all these 

developments has been to in- 
crease the cost burden to a point of 
economic repression, — seriously af- 
fecting competitive operations and in 
some instances creating a labor prob- 
lem. 

There is enough elasticity in the 
operation of compensation acts to 
affect the rubber market — we even 
have the made-to-order claimant and 
the death-bed bride helping to in- 
fate the employers’ compensation 
bill. Health, personal accident, un- 
employment, and superannuation 
needs, have been quite definitely in- 
tegrated with occupational relief. 

The latter inclusions may have 
been for beneficent purposes, prob- 
ably with the best of intention, but 











we must not confuse the employer 
and personal responsibilities. There 
must be a contribution by each of 
some measure of care, and it is just 
as necessary for the shop employee 
to be self-reliant as employees in 
other lines, and those who are not 
employees. Liberalization tends to 
misunderstanding, disrespect for the 
law, and jealousy. 

Business generally is now recog- 
nizing the burden, but it does not 
seem to have sensed the cause. For 
the most part it has ignored the de- 
velopments although some firms have 
turned to self-assumption of risk in 
various forms, as a way out. They 
have done this because of economic 
necessity rather than a desire to go 
into the insurance business, and not 
from any wish to shirk responsibility 
for accident losses which are their 
individual obligations. 

ee @ @ 
The Problem of Rejected Risks 


HE problem of rejected risks 

has become acute with the state 
insurance funds carrying the bur- 
den in many instances because the 
regular underwriters decline to carry 
them. In some cases the insurers 
have voluntarily arranged to take on 
these risks in turn. In the state of 
Illinois an assigned risk pool has 
been planned to take care of silicosis 
and the foundrymen in that state 
have also formed a pool for work- 
men’s compensation and occupational 
disease benefits. 

One underwriter says there will 
always be some types of risks which 
are unwritable, and they must select 
their insureds. We would ask, why 
is this necessary if the plan of work- 
men’s compensation is carried out as 
intended? The Washington Silicosis 
Conference report says that the prob- 
lem of unacceptable risks does not 
appear difficult provided it is pos- 
sible to secure adequate rates, for 
individual risks. There is a succulent 
thought in that last statement, for it 
should be possible to insure any risk 
at a price, and the price is the 
means by which the operators of the 
rejectable type of risks realize that 
they have a problem, and seek ways 
to correct it. In other words, remedi- 
able methods are not generally un- 
dertaken voluntarily. As members of 
the industrial group we may not 
care to admit it, nevertheless we can- 
not point with any particular pride 
to our accident prevention activities 
before the introduction of workmen 
compensation laws. Lest our insur- 
ance friends take too much comfort 
from this comment, we positively as- 
sert that in many, many instances 
they, too, do not utilize all possible 
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upportunities to reduce loss costs. 

There are enough examples of 
rejected risks being improved after 
they have been assigned, to the point 
of making them profitable under- 
writing units, to emphasize the pos- 
sibilities of eliminating the problem 
of rejected risks. 

ee @ ® 
Retrospective Rating 
HIS subject has been more in 
the news during the past year 
than almost any other phase of com- 
pensation activities. It is favored by 
the stock underwriting companies, 
opposed by the mutuals, while most 
of the buyers are sitting on the side 
lines waiting to see what will happen. 

Thus far the point of eligibility 
has been a developed premium of 
$5,000 annually, and we should keep 
in mind that under the experience 
rating plan which has been in effect 
in many states during the last few 
years, the point of eligibility has 
been $500 premium. Because of this 
classification it is said to affect less 
than 1% of all the workmen’s com- 
pensation risks in the country, al- 
though it does represent about 30% 
of the total premiums. This makes 
the new plan highly discriminating. 
One insurance representative has said 
that it is not unfair to limit the ret- 
rospective rating plan to the larger 
risks, because they represent less of 
a deviation from the average experi- 
ence, but when it is admitted that 
the present experience rating plan is 
basically sound, though in need of 
modification, then the modification 
should be in line with the original 
plan. 

One point of interest in the ap- 
plication of the rating plan is the 
distortion caused by immediate at- 
tachment of penalties for a serious 
loss. We believe it would be well to 
consider the method used by the 
National Safety Council in distribut- 
ing the disability factor of a fatal or 
serious accident over a_ period of 
time, instead of charging it all in 
one month. 

The retrospective rating plan can 
only be classified as a competitive 
sales medium. If it were for the 
general good of business it would be 
promptly offered and explained to 
the insurance buyers. If offered at 
all, probably it is on the basis of a 
promise to reduce the cost of insur- 
ance, but this may not be realized if 
the insureds are not properly in- 
duced to prevent losses. 

Following close upon the an- 
nouncement of the retrospective rat- 
ing plan by the stock companies, the 
mutuals presented what they termed a 
supplemental plan, because it supple- 
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ments the present experience rating 
plan, and it is claimed to be more 
susceptible to modification by setting 
a lower limit for normal losses. 

The sponsors recognized that the 
insured is not interested in small 
ordinary losses, but is concerned 
about the more serious losses. We 
can heartily subscribe to this logic, 
for provision can be made for the 
usual run of expected losses without 
difficulty. Actuaries have said the 
supplemental plan has _ insurance 
merit because it provides for the 
spread of excess losses. The plan 
does not provide for as great savings 
as the retrospective rating plan, but 
neither does it have as large pen- 
alties. 

Both plans are, in effect, coopera- 
tive insurance, definitely putting it 
up to the employer to reduce losses 
which is highly commendable. With- 
out doubt, both plans are intended 
to attract self-insurers which is a 
sound principle to work on if effec- 
tive, but in our judgment they will 
not attract many of the efficiently 
managed risks because the cost will 
apparently be more than it now is 
under their own assumed plan, and 
the employers derive too many other 
benefits from their individual han- 
dling of this labor relations problem. 

We believe this rating development 
is a step in the right direction, but 
will fall far short of accomplishing 
the equitable distribution of com- 
pensation costs. Nevertheless, if the 
venture does nothing more than to 
focus attention on the value of pre- 
vention of losses by offering some 
inducement for effort in this direc- 
tion, it will have accomplished much. 

We have heard much and read 
often of the losses sustained by the 
underwriters under workmen’s com- 
pensation insurance, and it is diffi- 
cult to see wherein the new rating 
plan will correct that situation. Some 
one will argue that smaller losses 
are to be expected which will result 
in more favorable underwriting ex- 
perience, but it must be remembered 
that much effective prevention work 
has already been done among the 
larger employers who qualify under 
the new plan, and many of those 
firms will have large credits coming 
to them, yet will not show the same 
degree of reduction in losses. 

e @ @ 
Controlling Costs 


VERYBODY’S business has 

been nobody’s business insofar 
as the real control of costs is con- 
cerned, although it is true that some 
small groups have devoted much 
time and effort to keep costs from 
rising. 
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One point has been clearly brought 
out by many who have either assumed 
their own risks or have carefully 
analyzed the situation — it costs too 
much for protection. It has been 
variously estimated that between 30 
and 68% of the premium dollar is 
all that goes to the injured workman. 


It has been recently said that poor 
cost accounting has caused the loss 
of risks to the underwriters, and it 
is rather significant that so many of 
them have found it not only feasible, 
but productive of very great savings. 
It has been repeatedly charged that 
the self-insurers incur costs which 
they will not admit, and are hidden 
in other operating expenses. It does 
not seem possible that the many 
large concerns can be wrong, and 
there would not appear to be any 
good reason why they should adopt 
their own plans unless there was a 
very wide economical margin. Surely 
they would not go into the insurance 
business for the pleasure there is 
in it. 

If a high degree of understanding 
and cooperation could be attained, 
underwriters and operators of com- 
pensation risks could accomplish 
much, even under the existing plans. 
When a firm can reduce its loss ratio 
from 71% to 25% in two years’ 
time, due almost exclusively to ob- 
taining internal control of losses and 
administration, and others have done 
so well that they changed their minds 
about adopting self-insurance, it is 
indicative of the possibilities in cost 
reduction, 

The manner of handling settle- 
ments and arbitration of disputes is 
important. Insured employers who 
leave settlement negotiations entirely 
to insurance adjusters, or self-insur- 
ers who do not require the most ex- 
acting qualifications for their own 
adjusters, are overlooking one of the 
best opportunities to reduce costs, 
and to mitigate outstanding faults of 
the present compensation system. 
Settlements must be based on evi- 
dence consistent with the specific in 
dividual risk of employment. Fact 
finding is not now practiced to the 
extent that it should be, and there is 
grave danger of the entire system 
collapsing unless more attention is 
paid to this problem. 

Where there is a law to guide us 
in settlement, specifying both proce- 
dure and benefits, it should not be 
necessary to arbitrate so many of the 
cases. But for those that do arise, 
we are of the opinion that a hearing 
before assigned auditors, with judi- 
cial qualifications, would be desir- 
able. This plan is apparently work- 

(Continued on Page 27) 





16—June, 1937 


JoURNAL OF AMERICAN INSURANCE 


Has Insurance Reached the Crossroads? 


REPRINTED FROM CANADIAN INSURANCE 


N the development of businesses, 

as in the life of individuals, there 

comes a time when it becomes 
obviously necessary to make a choice 
of future direction, a determination 
of one of several ways in which 
progress can be made, and a decision 
as to the best direction to take to 
attain the desired objective. We be- 
lieve fire and casualty insurance in 
Canada is nearing, if it already has 
not reached, that point. 

This crossroads has been reached 
by difficulties not entirely of our own 
making, nor have these difficulties al- 
ways been connected one with the 
other. None of them is of recent 
growth. All that has happened is 
that somehow or other they have be- 
come accentuated, and, apparently, 
inextricably connected. Twenty-seven 
years ago there were outcries against 
competition ; against breaches of com- 
mission rules; against the inequality 
of rates; against the number of com- 
panies and agents operation. But 
they were not welded together. They 
were separate, and were dealt with 
accordingly — a class reduction here 
and there to meet competition ; a little 
discipline here and there to rectify 
breaches of regulation or commission 
rules; and adjustment of key rate or 
basis rate here and there to placate 
public demand of a local character ; 
an adjustment of commission rules 
here and there to offset the influences 
of too many companies or too many 
agencies, and the thing was satisfac- 
torily adjusted to all parties. The 
premium income was comparatively 
small, and the non-associated com- 
petitors numbered a mere handful 
and were active mostly in fire busi- 
ness in certain localities only. Clas- 
sification of risk was elementary, 
schedule rating still in a more or less 
experimental stage, and commission 
schemes had not attained anything 
like their present complexity. Com- 
panies were simple and not multiple ; 
organizations and agents throughout 
the country were tariff minded. Leg- 
islators and insurance departments 
nodded paternally and allowed in- 
surance to conduct its own affairs 
without undue interference, and gov- 
ernments as a whole had not yet con- 
ceived the insurance business to be a 
sponge from which taxation could be 
squeezed ad libitum. 


HE war, and the period of false 
prosperity that ensued, changed 
all this. Things became grand and 


generous. There was money to burn, 
and everyone had plenty. After the 
cessation of hostilities some of the 
sources dried up. Factories closed, 
industries based on war supplies lan- 
guished, yet to a very great extent 
premium revenue was maintained, 
but with some greater difficulty. Gov- 
ernments faced with greater expendi- 
tures found insurance a fertile source 
from which to garner revenues. But 
to maintain revenues the companies 
had to resort to stratagems. They in- 
creased their agency forces in number 
by increasing their own plants. They 
introduced subsidiaries. This in turn 
increased the competition the agent 
had to meet. Things were prosperous 
but more difficult for the companies, 
less prosperous and more difficult for 
the agents. The shoe began to pinch 
in places. 

The years of depression that fol- 
lowed made it almost impossible to 
wear. 

Industries failed or closed. Con- 
sumption was badly behind produc- 
tion. Retail stores closed or brought 
their stocks down to skeleton size. 
Real estate values slumped. Prices 
dropped. Wages fell. Unemploy- 
ment attained unheard-of proportions. 
There was no money to_ spend, 
even on insurance. Consequently the 
amount at risk fell almost to the level 
of a decade before. The public, seek- 
ing to retrench in every direction, 
found an easy and plausible way in 
their insurance transactions. If it 
could, it would reduce the amount of 
insurance; if not, then the premium 
paid for it. Non-association competi- 
tion grew at an unprecedented rate. 
Premium income as a whole, and par- 
ticularly to the associated companies, 
dropped. Competition suffered from 
twice the number of companies in the 
field, and it is claimed, three times 
the number of agents, affected not 
only the volume of agents but their 
income to a grave extent. To save it 
they adopted non-associated affilia- 
tions. To prevent loss of revenue the 
associated companies and non-asso- 
ciated companies resorted to breaches 
of the commission rules. Govern- 
ments, more and more embarrassed, 
levied higher and higher taxes on the 
business. Departments complained of 
the acquisition cost. Companies re- 
duced their staffs, and talked of re- 
ducing commissions to their agents. 
The public demanded greater cover- 
age, at equal or lower rates. The busi- 
ness as a whole adopted stratagem 
after stratagem to handle the situa- 





tion. The hammers of expediency 
were welding over the years of de- 
pression the largely dissociated fac- 
tors and grievances of a quarter of a 
century ago into one inextricable 
mass. And what this hammering has 
produced is the presently experienced 
difficulties that at the moment seem 
to demand the whole of the attention 
of the business before direction can 
be decided. To labor them would be 
to labor the obvious. Everyone knows 
what they consist of ; everyone knows 
that somehow or other they must be 
faced and resolved. What direction 
shall we take? 


© go on as we have been going 

is “to bear those ills we have” 
to the point of dissolution — or con- 
trol. To turn to the left as some 
would have us do and adopt the meth- 
ods of our competitors — mutualize, 
reciprocate, act independently and re- 
move all restraint — would be to “fly 
to others that we know not of.” 


Remains then apparently the only 
other avenue — to turn to the right 
and “to take arms against a sea of 
troubles, and by opposing, end them.” 
But the way is thorny. There can be 
no let-up in competition until: (a) 
The number of companies competing 
is reduced ; (b) the number of agents 
competing is reduced and (c) the 
avenues through which competition 
is encountered are closed and ren- 
dered impassable. There can be no 
adjustment of commissions down- 
wards unless: (a) The competition is 
reduced and (b) the volume of busi- 
ness open to the agent is sufficient to 
provide at the lower rates a fair re- 
turn for his work and responsibility. 
There can be no incontrovertible way 
to both public and departments until : 
(a) The classification of risks is re- 
fined, (b) each classification stands 
on its own experience in the matter 
of rate cost, and (c) all classifica- 
tions throughout the Dominion are so 
dealt with in the light of territorial 
experience. 


The first step taken will determine 
whether we shall by “opposing,” end 
the difficulties. In our view the basic 
first step to be taken is wholesale re- 
vision of rates on the basis of experi- 
ence. This being accomplished, the 
business is placed on a basis that 
could not be challenged by anyone; 
its costs could be more accurately de- 
termined; it would reduce competi- 
tion through the pressure of economic 
factors ; it would leave the way open 
to a reduction of competing organiza- 
tions and agents, and out of the latter 
would flow in its proper time a recon- 
struction of the commission scale. 
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An Example Of Destruction Resulting From A Chain Of Explosions Initially Induced By Soybean Dust 


PREVENTION OF DUST EXPLOSIONS 
IN INDUSTRIAL PLANTS 


tion of the National Fire Waste 

Council, attention was given to 
dust explosion prevention in indus- 
trial plants. Due to the active inter- 
est of both Mr. Julius H. Barnes, 
then president of the Chamber of 
Commerce of the United States, and 
James L. Madden, manager of the 
Insurance Department, the Depart- 
ment of Agriculture, through the Bu- 
reau of Chemistry, was invited to 
accept membership on the Council. 
Mr. Barnes, as president of the U. S. 
Grain Corporation, had made _ pos- 
sible a very effective cooperation with 
the Department of Agriculture, Na- 
tional Board of Fire Underwriters 
and other interested national organi- 
zations in conducting a special emer- 
gency dust explosion prevention 
campaign in grain handling and mill- 
ing plants. This campaign was in- 
strumental in the reduction of losses 
from dust explosions and resulting 
fires in grain plants handling and 
storing stocks owned by the U. S. 
Grain Corporation. 


On April 16, 1923, the National 


[: the early days of the organiza- 


An Address Delivered Before the 
National Fire Waste Council 
By DAVID J. PRICE 


PRINCIPAL ENGINEER IN CHARGE CHEMICAL ENGINEER- 
ING DIVISION BUREAU OF CHEMISTRY AND SOILS, U. S. 
DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C. 
Fire Waste Council issued Fire Pre- 
vention Bulletin Number Six deal- 
ing with the nature and extent of 
the dust explosion hazard in indus- 
trial plants, and the causes of dust 
explosions, and calling attention to 
the importance of adopting methods 
of prevention. In this bulletin the 
Council suggested the following ac- 
tivities to local Chambers of Com- 
merce : 


(1) Appointment of a special sub- 
committee to make a study of dust 
explosion hazards in the community. 

(2) Presentation of facts to the 
management of these industries and 
securing their cooperation in removal 
of dust explosion hazards. 


(3) In any cases of doubt con- 
cerning explosibility of industrial 
dusts, arranging to have dusts tested 
by the Bureau of Chemistry, U. S. 
Department of Agriculture. 


(4) Organization of safety courses 
for instruction of officials and work- 
men on dust explosion prevention 
and associated safety subjects. 

ee ® 
HE Federal Government has 
conducted extensive research 
studies to determine the causes of 
dust explosions and to develop meth- 
ods for their prevention and control. 

The Bureau of Mines, U. S. De- 
partment of the Interior, has defi- 
nitely established the fact that ex- 
plosions can occur in bituminous coal 
mines without the presence of ex- 
plosive mine gases and that the igni- 
tion of the coal dust itself has been 
responsible for many disastrous mine 
explosions. As a direct result of ef- 
fective research work by that Bu- 
reau, methods have been developed 
for the use of inert dusts, such as 
shale, limestone, and gypsum, for the 
control and prevention of coal dust 
explosions. Reports issued by the 
Safety Section of the Bureau of 
Mines indicate that these methods 
have proved very satisfactory. 

The studies of the Bureau of 
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Chemistry and Soils, U S. Depart- 
ment of Agriculture, show that un- 
der favorable conditions a dust ex- 
plosion can occur in any industrial 
plant or manufacturing establish- 
ment where combustible dust is cre- 
ated during manufacturing opera- 
tions. When these research studies 
were undertaken it was generally 
supposed that it would be neces- 
sary to grind or crush grain and 
produce the powdery starchy mate- 
rials from the inside of the grain 
before an explosive dust would be 
encountered. This was largely due 
to the fact that an explosion of flour 
dust produced in the manufacture of 
wheat flour in a Minneapolis mill in 
1878 caused the loss of 18 lives and 
extensive property damage. A large 
number of explosions in grain eleva- 
tors, where no grinding or manu- 
facturing operations were engaged in, 
showed definitely that the dust pro- 
duced in the handling, elevating, con- 
veying, and storing of grain was 
also explosive. 
ee @ @® 


HE dust explosion hazard ex- 

ists in a wide range of indus- 
tries, such as flour and feed mills, 
grain elevators (both terminal and 
rural), starch factories, sugar refin- 
eries, woodworking plants, powdered 
milk plants, soap powder factories, 
sulphur crushing and_ pulverizing, 
hard rubber recovery plants, cork 
pulverizing plants, chocolate and 
cocoa plants, paper mills, insecticide 
plants, celluloid and textile plants, 
aluminum, zinc and magnesium 
plants, fertilizer plants, and rosin- 
handling plants. 

We find, therefore, that approxi- 
mately 28,000 industrial plants in the 
United States are subject to the dust 
explosion hazard. These plants nor- 
mally employ 1,325,000 persons and 
manufacture products having an an- 
nual value of more than ten billions 
of dollars ($10,000,000,000). In ad- 
dition to these industrial plants, 
more than 20,000 country (rural) 
grain handling elevators, having a 
capacity of more than 500,000,000 
bushels are subject to grain dust 
explosions and fires. These country 
elevators represent a capital invest- 
ment of more than $450,000,000. 

In the last 20 years there have 
been approximately 400 dust ex- 
plosions in industrial plants in the 
United States in connection with the 
handling, milling, and processing of 
products largely of agricultural ori- 
gin. In these explosions 320 per- 
sons lost their lives and 750 were 
injured. The property and_ stock 
losses (insurance paid) amounted 


to more than $35,000,000. 


JouRNAL oF AMERICAN INSURANCE 


T is very gratifying to observe 

that there has been a marked 
reduction in losses from dust ex- 
plosions in recent years, particularly 
in the food industries. 

In the starch and corn products 
industries, where disastrous dust ex- 
plosions have occurred, no life has 
been lost from a dust explosion 
since September 20, 1930, a period 
of over six years. This remarkable 
record for the starch and corn prod- 
ucts industries is a significant indi- 
cation of the value of the work of 
the safety organizations in this in- 
dustry. It shows progress in dust 
explosion control and prevention. 

Losses also have been reduced in 
flour mills, where disastrous explo- 
sions were experienced in the earlier 
years of this important industry. 

We can more fully appreciate the 
reduction of dust explosion losses in 
this group of food industries when 
we realize that during the same 
period a large number of dust ex- 
plosions have occurred in other 
branches of the grain-milling indus- 
try, resulting in large losses of life 
and extensive property damage. 

The sugar-refining industry also 
has established a remarkable record. 
Not a life has been lost in an ex- 
plosion of sugar dust since June 13, 
1917. Similar progress has been 
made in cocoa and chocolate plants 
and in the grinding of coffee and 
spices. 

Although losses from dust explo- 
sions have been reduced materially 
in the food-manufacturing industries 
which have cooperated in working 
out and adopting practical safety and 
preventive measures against dust ex- 
plosions and resulting fires, there is 
still need for more definite attention 
to the application of methods for the 
control and prevention of dust ex- 
plosions in grain elevators. Since 
1930, thirty-nine grain elevator ex- 
plosions have been reported. In these 
explosions 26 people were killed, 
87 were injured, and the property 
losses amounted to approximately 
$3,500,000. These 39 explosions 
were almost 35% of the total num- 
ber of explosions reported during 
this period. This is a very positive 
indication that more definite atten- 
tion must be given to dust explosion 
prevention in grain elevators. 


NE of the principal accomplish- 

ments in dust explosion control 
and prevention is the development 
of safety codes by the Dust Ex- 
plosion Hazards Committee of the 
National Fire Protection Associa- 
tion. This committee, composed of 
representatives from the various in- 


dustries directly concerned and from 
insurance and safety organizations, 
State and Federal officials, and con- 
struction and equipment engineers, 
works under the leadership of the 
Chemical Engineering Division of 
the Bureau of Chemistry and Soils. 
The following safety codes devel- 
oped by the Dust Explosion Haz- 
ards Committee have been adopted 
by the National Fire Protection As- 
sociation and the National Board of 
Fire Underwriters, and approved as 
“American Standard” by the Ameri- 
can Standards Association: 
Flour and feed mills 
2. Sugar and cocoa pulveriz- 
ing 
3. Pulverized fuel installations 
4. Terminal grain elevators 
5. Starch factories 
6. Coal pneumatic cleaning 


—_— 


plants 
7. Wood flour manufacturing 
establishments 


8. Spice-grinding plants 

9. Wood-working plants 
10. Use of inert gas for fire and 

explosion prevention. 
These safety codes, published by 
the Bureau of Labor Statistics of the 
U. S. Department of Labor as Bul- 
letin No. 562 and supplement No. 
617, both entitled, “Safety Codes for 
the Prevention of Dust Explosions,” 
have been very helpful in the ap- 
plication of measures for the pre- 
vention of dust explosions and fires. 
Safety codes on the prevention of 
(1) aluminum and other metallic 
dust explosions, and (2) dust ex- 
plosions in the handling, grinding 
and storing of sulphur are now in 

the course of preparation. 


LTHOUGH considerable prog- 

ress has been made in_ the 
United States and Canada in the 
control and prevention of dust ex- 
plosions in grain-handling and mill- 
ing operations, it must be admitted 
that all possible causes of dust ex- 
plosions are not positively known. 
Dust explosions may occur in an 
industrial plant as a result of some 
newly developed type of mechanical 
or electrical equipment. Many of 
the dust explosions in recent years 
in the United States have been di- 
rectly associated with the introduc- 
tion of new manufacturing processes 
which have opened up additional 
sources of ignition and have re- 
sulted in conditions favorable to 
explosions. It is therefore highly 
desirable that new manufacturing 
operations be carefully examined to 
detect possible dust explosion haz- 
ards, and that .:tention be given to 


the adoption .. | *eventive measures. 
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1. Dust Collection and Removal 

Cleanliness and good housekeeping 
are of prime importance in dust ex- 
plosion prevention. It is impossible 
to handle or clean grain without 
making dust, but the dust should 
be collected and removed without 
being permitted to accumulate in 
any section of the plant. A dust 
explosion cannot occur unless com- 
bustible dust is present. 
2. Removal of Foreign 

from Grain 

Foreign material in the grain has 
been responsible for several recent 
explosions in grain elevators. Inves- 
tigation of these explosions indi- 
cated that the dust clouds had been 
ignited by sparks from metal par- 
ticles in the grain. Methods should 
be developed, therefore, for the re- 
moval of any metal or other foreign 
material that may drop into the 
grain while it is being handled. It 
is difficult in many instances to 
prevent foreign material from enter- 
ing equipment in grain-handling 
operations, but screens of 1% to 
2-inch mesh placed in the gratings 
over receiving pits have in many in- 
stances stopped large pieces of metal 
from entering pits with the grain. 
The use of such screens and the 
practical value of magnetic separa- 
tors in the grain-handling sections 
of the plant should be given further 
attention. 

3. Inert Gas Protection in Grinding 
and Pulverizing Operations 

The reduction of the oxygen con- 
tent of the air in the enclosed sys- 
tem by the introduction of inert gas, 
such as carbon dioxide (CO,), in 
grinding and pulverizing operations 
has proved effective in the control 
and prevention of dust explosions. 
When the oxygen content is re- 
duced to approximately 12 per cent 
in grain-grinding operations, com- 
plete protection is afforded. The 
reduced oxygen content (as the re- 
sult of the addition of inert gas) 
prevents the ignition of the dust 
cloud in the grinding machine, and 
also prevents the spread of fire 
through the conveying and elevating 
machinery. 

Methods for the use of inert gas 
for dust explosion protection are 
covered in detail in the “Safety Code 
for the Use of Inert Gas for Fire 
and Explosion Prevention,” pub- 
lished in U. S. Department of Labor 
Bulletin No. 562 and in U. S. De- 
partment of Agriculture Technical 
Bulletin No. 74, “The Value of In- 
ert Gas as a Preventive of Dust Ex- 
plosions in Grinding Equipment,” 
by Hylton R. Brown. 

4. Protection of Electrical Appli- 
ances and Equipment 


Material 
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A study of the causes of dust ex- 
plosions has shown the danger of 
inadequately protected electrical ap- 
pliances and equipment. Electric 
lamps should be protected with outer 
dust-proof globes and heavy wire 
guards to prevent breakage. Portable 
spotlights of suitable design and con- 
struction to be directed into bins 
through manholes should be used as 
temporary or occasional lights for 
bin examination, instead of electric 
light globes on extension cords low- 
ered into bins. This recommendation 
is covered in the Safety Code for 
Terminal Grain Elevators, section 8, 
paragraph 804, published in U. S. 
Department of Labor Bulletin No. 
562, and in section 3204 (j) of the 
National Electric Code. 

5. Control of Static Electricity 

Static electricity must be recog- 
nized as one of the prominent causes 
of dust explosions, and considerable 
attention has been given to the de- 
velopment of control methods for 
this hazard. Provision should be 
made for the removal of static charges 
on all types of mechanical equip- 
ment handling combustible dusts or 
operating at points in the plant 
where these dusts are present. 

The Department of Agriculture 
has developed grounding methods for 
the removal of charges of static elec- 
tricity from grain-threshing machines 
and cotton gins. The results of these 
extensive field investigations are re- 
ported in Department Bulletin No. 
379, “Dust Explosions and Fires in 
Grain Separators in the Pacific 
Northwest,” by David J. Price and 
E. B. McCormick, and in Depart- 
ment Circular 271, “Grounding Cot- 
ton Gins to Prevent Fires,” by 
Harry E. Roethe. 

We have heard a great deal re- 
cently about the extensive damage 
caused by the dust storms in various 
sections of the country. While in- 
vestigating a dust explosion in a 
grain elevator in the Panhandle sec- 
tion of Texas, an adjuster for one 
of the insurance agencies concluded 
that the explosion was caused by 
static electricity. In describing local 
conditions in that territory he told 
of the following interesting occur- 
rence, which had been reported to 
him by one of the local fire chiefs. 

“The farmers have been stacking 
their sorghum grain in bundles on 
the farms, due to the grain never 
having matured, and these piles are 
covered with wires with weights on 
the end, and many of these piles 
have caught on fire when a swirl of 
wind and dust passed over them. 
The chief is having all the farmers 
ground these wires. The static has 
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been so bad that in numerous in- 
stances it has destroyed the ground 
on automobiles, and the only way 
they could be operated was by at- 
taching a chain to the frame and 
dragging it on the ground in order 
to make a ground for the car.” 
The condition thus described was 
confirmed in personal conferences 
with fire chiefs in attendance at the 
Texas Firemen’s Training School, 
College Station, Texas, in July, 1936. 


6. Value of Closed Storage Bins 

The value of closed bins and the 
undesirability of interconnections be- 
tween storage bins are indicated by 
the recent explosions in grain-han- 
dling plants. Open storage bins and 
bins with direct connections permit 
the rapid spread of flame over the 
tops of the bins and thereby extend 
the violence of the explosion. Pre- 
venting the spread of fire from one 
storage bin to another is of prime 
importance. 


7. Explosion Venting Areas in 
Grain-Handling and Milling 
Plants 

The Chemical Engineering Divi- 
sion of the Bureau of Chemistry and 

Soils has shown that it is possible 

to vent grain dust explosions with- 

out structural damage, and the ef- 
fectiveness of glass vents in actual 
explosions has confirmed the tests of 
the Bureau. In one case the work- 
house in a large terminal grain eleva- 
tor was saved from destruction by 
an adequate glass venting area. In 
another case, proper venting area to 
relieve the pressure from an explo- 
sion in the workhouse of the elevator 
would have prevented the complete 
destruction of the top of the house. 
Provision for venting dust explo- 
sions should be made in the con- 
struction of all new grain-handling 
plants. It is recommended that for 
satisfactory venting of dust explo- 
sions in grain elevators not less than 

1.25 square feet of venting area be 

provided for each 100 cubic feet of 

space (1 sq. ft. to 80 cu. ft.). 
These tests are reported in an ar- 

ticle entitled, “Venting Dust Explo- 

sions,” by Hylton R. Brown and 

Richard L. Hanson, published in 

the April, 1933, issue of the Na- 

tional Fire Protection Association 

Quarterly, Boston, and in the April 

and May, 1933, issues of the Inter- 

national Fire Fighters’ Magazine, 

Washington, D. C. 


LTHOUGH most dust explo- 
sions occur during the opera- 
tion of industrial plants, a number 
of disastrous explosions, resulting in 
the death of firemen, have occurred 
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during fire-fighting operations. Fire- 
men therefore have shown great in- 
terest in this dust explosion and fire 
prevention research work of the Bu- 
reau of Chemistry and Soils. It is 
very gratifying to observe that this 
interest has extended beyond the 
methods for the actual extinguish- 
ment of fire, and has induced fire- 
men to acquire fundamental knowl- 
edge regarding the control and 
prevention of explosions and fires. 
The Department of Agriculture, 
therefore, in March, 1936, published 
Circular No. 385, “Dust Explosions 
During Fire Fighting,” to assist fire- 
men in preventing explosions while 
engaged in actual fire-fighting opera- 
tions, and thereby enable them to 
fight these fires with greater safety 
and protection. 

The research studies on this sub- 
ject definitely show that dust ex- 
plosions that occur during fire fight- 
ing can be classified as follows: 

(1) Explosions caused by the full 
stream of water (high pressure) 
striking settled or static dust in vari- 
ous parts of the buildings. The water 
forces the dust cloud on to the flames 
and an explosion results. 

The best procedure in this case is 
to use a vapor spray nozzle instead 
of the full heavy pressure stream. 
This will not disturb the dust and 
cause a dust explosion. 


(2) Explosions that occur when 
firemen attempt to remove dust or 
powdered products from storage bins 
or other enclosures. When in the 
form of a cloud, these materials read- 
ily ignite upon coming in contact 
with flames. 

The best procedure is to flood the 
bin by running the hose lines in at 
the top. No attempt should be made 
to remove the material until the 
bin has been completely flooded and 
the water comes out at the bottom. 

(3) Explosions caused by the fall- 
ing of floors or dropping of storage 
bins. When combustible materials 
are stored in bins there is always 
the possibility that a dust explosion 
may occur when the bottoms of the 
bins drop or the floors fall, forcing 
the dust cloud on to the fire. 

The periodical inspection of indus- 
trial plants where combustible dusts 
are created is recommended so that 
firemen will be familiar with the 
construction of the plant and the 
operations engaged in when called 
upon to fight fires. 

(4) Explosions that result from 
the chemical reaction between water 
and dust. When water comes in con- 
tact with burning aluminum powder, 
for instance, hydrogen gas is liber- 
ated and explosions may follow. 
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When dusts of this kind are en- 
countered, great caution should be 
exercised in the use of water. Fac- 
tories manufacturing metallic pow- 
ders and establishments that use large 
quantities of these materials should 
have generous quantities of dry sand 
in suitable containers for fire-fight- 
ing purposes. The sand never should 
be thrown on the fire as this proce- 
dure usually results in a dust explo- 
sion. The burning metallic powder 
should be completely walled in with 
the dry sand without disturbing the 
metallic dust. This will permit the 
fire to burn itself out without the 
danger of raising a dust cloud. 


XPLOSIONS in connection 
with fire-fighting operations 
have indicated definitely the value of 
periodical inspection of industrial 
plants. It is highly important that 
our fire departments keep up with 
the continual advances in industry, 
particularly where new _ operating 
methods and processes are involved. 
The developments in the industrial 
utilization of soybeans is a definite 
example of a rapidly growing new 
industry. Developments following an 
explosion in a large soybean process- 
ing plant in the Middle West in Oc- 
tober, 1935, emphasized the impor- 
tance of firemen having a thorough 
knowledge of operating processes in 
industrial plants. This particular ex- 
plosion resulted in the death of 11 
men, injuries to 45 others, and prop- 
erty loss of approximately $600,000. 
The investigation of the explosion by 
the U. S. Department of Agriculture 
showed that the explosion was due 
to the ignition of dust at the soy- 
bean flaking rolls, resulting in the 
further ignition of an accumulation 
of hexane gas in another section of 
the plant. This hexane gas was used 
as a solvent for the extraction of the 
oil from the flaked soybeans. 

This occurrence assumed an im- 
portant aspect since there was prac- 
tically no fire damage, and although 
the property damage amounted to 
several hundred thousand dollars, 
there was no evidence of any dam- 
age from fire following the explosion. 
Since there was no fire to fight when 
the firemen reached the plant, their 
activities were necessarily confined 
to the recovery operations in remov- 
ing the victims from the wreckage. 
It indicated the very great impor- 
tance of firemen having an intimate 
knowledge of operating processes in- 
volving explosive gases or chemicals, 
in order to surround their activities 
with proper safety precautions. 

This explosion was followed by 
another in the same month, in a 





rural community soybean oil extrac- 


tion unit in Illinois in which the 
operator and his assistant were killed 
and two others were injured. In this 
explosion the accumulation of hexane 
gas used as a solvent was ignited by 
the fire in a nearby boiler. 

The results of the investigation of 
both these explosions in soybean 
processing plants, together with the 
recommendations of the U. S. De- 
partment of Agriculture were pub- 
lished in the January, 1936, Quar- 
terly of the National Fire Protection 
Association, Boston. 


ie addition to fire-fighting oper- 
ations, it is quite the usual proce- 
dure to call upon firemen to assist 
in recovery and rescue work, par- 
ticularly in cases where people are 
overcome by poisonous gases or in 
cases where suffocation occurs. For 
this reason, therefore, the fire serv- 
ice is interested in the research work 
of the Bureau of Chemistry and Soils 
on the prevention of silo gas acci- 
dents. 

Our Bureau has recently given at- 
tention to this problem following an 
accident of this type early in Sep- 
tember, 1936, on a Maryland farm 
in which three lives were lost, when 
a mother and her nineteen-year-old 
foster daughter attempted to rescue 
a nine-year-old child who had been 
overcome by the gases present in a 
pit silo. 

An investigation of this accident 
and a study of records of similar 
accidents both in farm silos and in 
grain bins definitely shows that the 
analysis of the gases present reveals 
a depletion of oxygen and an in- 
crease of carbon dioxide due to the 
active fermentation of the corn, bar- 
ley, oats, screenings, or other kinds 
of grain in storage. In several in- 
stances the oxygen content ranged 
from only 1.5 to 3.5% with a very 
high percentage of carbon dioxide. 

The greatest danger comes when 
large quantities of carbon dioxide gas 
are generated during the fermenta- 
tion that always takes place during 
the storage of fresh material for en- 
siling. Because of the presence of 
this suffocating gas, care should be 
exercised on entering silos during the 
storage period. This fermentation 
process, which begins immediately, 
may continue for several days. The 
increase in carbon dioxide, together 
with the actual lowering of the 
oxygen content of the air, often re- 
sults in a mixture of gases that will 
not support life, and persons enter- 
ing the silo are in danger of suf- 
focation. 

(Continued on Page 26) 
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Some Facts on Accident Costs 


With Special Reference to Inclusion of Occupational 
Diseases 


An Address Before 8th Annual Convention, Greater New York Safety Council 


By HENRY D. SAYER 


MANAGER, CASUALTY DEPARTMENT 
ASSOCIATION OF CASUALTY AND SURETY EXECUTIVES 


T is common for speakers on the 
subject of safety and accident 
prevention to stress the fact that 

the cost of Workmen’s Compensation 
for accidents is largely what the Em- 
ployer himself makes it ; that by care- 
ful attention to management and the 
spreading of safety consciousness, the 
employer’s cost is minimized, while, 
on the other hand, carelessness and 
lack of training greatly contribute to 
such cost. This is all true. In say- 
ing that, however, we touch not at all 
upon other factors that are in the 
situation, and that require equally our 
thoughtful consideration. 

When we reflect upon the enor- 
mous increase in the cost of compen- 
sation from its early days, the year 
by year piling up of that huge burden, 
we may wonder what has been the 
cause of it all, of what use has been 
all the safety engineering work of 
these many years,—has it been worth 
while? Surely it has been worth 
while. The profession of the safety 
engineer has been one of the great 
benefits to the worker in these days 
of speed, rush and mechanized indus- 
try. Indeed I venture the thought 
that the very existence, and’ develop- 
ment of industry these past two dec- 
ades would not have been possible 
except through the efforts and intel- 
ligent guidance of those who have de- 
voted themselves to the elimination of 
accidents. If industry today, with its 
mass production, its utilization of tre- 
mendous power, its speed, its lower- 
ing of production costs by the use of 
involved machinery, were still to ad- 
here to the safety principles and prac- 
tices of 1915 it is questionable if the 
loss of life, the maiming, the human 
wreckage, would not be so great as 
to prevent all forward movement of 
industry and to change the whole 
economic and social structure of the 
times. We could not exist as an in- 
dustrial nation except for the recogni- 
tion and practice of the safety prin- 
ciples and intelligent application of 
accident prevention methods. 

That the cost of compensation, from 
its moderate beginnings, has enor- 
mously increased is too well known 
to require statistical elucidation. If, 
as we know, the work of the safety 
engineer and the plant manager has 
been effective in accident prevention, 


to what must we attribute this in- 
crease in cost? Popularly such in- 
crease is ascribed too much to the 
successive and progressive increases 
in the scales of benefits enacted by 
legislatures. This is only a part, 
though an important part, of the story. 
Probably more important are the pro- 
gressive liberalizations in the admin- 
istration of the laws—and the en- 
largement accordingly of the condi- 
tions giving the right to compensation. 
In. effecting these liberalizations, the 
courts and commissions have vied 
with the legislatures. 

In framing compensation laws, we 
thought that we knew what the term 
“accident” meant. We visualized the 
accident of force, when the damage to 
bodily structures was evident. In our 
mind’s eye we saw men fall from 
heights, ladders and scaffolds break, 
hands or feet caught in machinery, 
struck by flying missiles or falling ob- 
jects. Did we regard as accidents 
chronic rheumatism or arthritis, 
hernias, tuberculosis or heart disease 
or other diseases preexisting and 
merely “lit up” or aggravated by 
normal incidents of work? We did 
not ; but we were evidently mistaken. 
Now the cost of compensation for 
such so-called injuries is a huge ad- 
dition to the cost of compensating for 
old-fashioned accidents. 

The requirements that there must 
be an “accident” and that it must 
“arise out of and in the course of the 
employment”; that prompt notice 
must be given and prompt claim 
made, and the requirements as to 
many other matters of proof, have all 
been and are being liberalized and ex- 
tended by statute and construction to 
such a degree as to admit a flood of 
impositions and abuses that magnify 
the cost far above original expecta- 
tions or what logical principles would 
demand. 

Then, we started off with the idea 
that the employer’s liability for com- 
pensation, like other legal liabilities, 
would become fixed and settled with- 
in a reasonable time after an accident, 
presumptively at the end of the heal- 
ing period. But now it is becoming 
a frequent rule that workmen may 
come back even years later and be 
awarded additional compensation, re- 
troactively, for long forgotten in- 
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juries, or injuries for which full set- 
tlements already have been made. 
eee 


T was the doctrine of workmen’s 

compensation, when first advo- 
cated, that the employer’s liability be- 
ing absolute, “‘regardless of fault”, 
the compensation should always be 
less than full damages—should 
amount only to a major portion of the 
actual wage loss or loss of earning 
capacity. But that doctrine has stead- 
ily been discarded. Compensation is 
now reading far over into the fields 
of general health, old-age, life and un- 
employment insurance. It begins to 
take on the aspects of social security, 
wholly at the expense of the em- 
ployer, although we know that in 
many cases, the fault of the injured 
person stands out like a sore thumb. 

An illustration in point is the cost 
of medical benefits. Take in New 
York, for instance. While the law 
has been broadened in important par- 
ticulars, none the less we find the 
cost of medical benefits increasing 
over a ten year period more than 300 
per cent, the cost of medical alone at 
the present time being well over ten 
millions of dollars. This tendency has 
been marked elsewhere. In Massa- 
chusetts the cost increased in even 
greater proportion, the figures show- 
ing an increase between 1915 and 
1930 of 450 per cent. While there 
was some drop in these figures during 
the depression years, owing to the 
fewer men working and the conse- 
quent fewer accidents, there is every 
reason to believe that this item of cost 
will resume its upward trend. In- 
deed some partial figures in New 
York, under the new medical provi- 
sions, would seem to indicate a very 
rapid new upward trend. 

It is not my purpose to discuss all 
of the factors that go into these great 
increases. Some are statutory; some 
originate in administration ; some are 
due to the improved economic status 
of the workers. The point is that all 
this increasing burden is a definite 
part of the overhead cost of produc- 
tion. It is a fixed charge upon indus- 
try much as taxes are. Industry must 
pay this cost, and industry must col- 
lect this cost in its price scale. Com- 
pensation can only be paid over a 
period of years out of income; it can- 
not continue over long to be paid out 
of capital or out of surpluses. It has, 
therefore, a very real relationship to 
prices and to income, and quite nat- 
urally must be a factor in competi- 
tion. It is a fact of the business with 
which management must concern it- 
self. We know by experience that 
the general level of cost never drops. 
While the cost to a particular risk 
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inay be reduced by careful attention 
and engineering control, industry as 
a whole must look to the general cost 
level. 

But another cost factor is coming 
to have an important place in the bur- 
den of compensation. What has been 
said relates to accident compensation 
cost. The same or similar factors 
may be expected in much the same 
way to affect the cost of occupational 
disease compensation. That cost gen- 
erally is not inconsiderable; in some 
particular classes of industry it is 
very heavy. Increased costs in that 
field may be expected. 

6 8 ® 


ET us then for a few moments 
consider the occupational disease 
phase of compensation costs. 

When the agitation for compensa- 
tion for occupational diseases first 
arose in this country it was contended 
that the cost thereof would not add 
one per cent to the cost of compensat- 
ing for accidental injuries. Even to- 
day some contend that in the state of 
Wisconsin, where there has been a 
considerable experience with occupa- 
tional disease coverage, the over-all 
cost of such diseases in compensation 
is only a little over 2 per cent of the 
cost of accident compensation. Such 
contentions are not based on the facts 
as they really are. For the purpose of 
presenting a good face, they spread 
the occupational disease cost over all 
of industry, regardless of whether 
such cost belongs on all industry. 
They thus get a hypothetical cost 
level which is far from the real cost. 
If the cost be allocated, as it should 
be, only on those industries in which 
there is exposure to such diseases, 
and be estimated on the payroll of 
those workmen only who are exposed, 
it becomes an entirely different story. 
Thus in Wisconsin the cost of com- 
pensation in steel foundries rose from 
$2.58 per $100 of payroll on policies 
issued in 1929 to $22.13 on policies 
issued in 1932, such increase being 
attributable almost entirely to  sil- 
icosis. Such cost was exceptional, 
due in part to an outbreak of claims 
from men just then laid off because 
of the depression and included a rnass 
of so-called ‘‘accrued liabilities”. But 
it illustrates the fallacy of “average 
cost” —and also a difficulty in the 
way of making a reasonable pre- 
estimate of the cost for any given 
policy year for such a disease as 
silicosis. 

The “classic” occupational diseases 
—ji.e. those enumerated in the older 
schedules —as to which there has 
been considerable experience, present 
no serious cost problems. 

Lead poisoning, the most common 
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and most serious, was estimated for 
the policy year 1933 to entail a cost 
(in five of our States and the District 
of Columbia) of 5.7% of payrolls in 
those particular occupations in which 
it is prevalent — much more in those 
particular establishments or employ- 
ments in which the hazards were ex- 
ceptionally high, and correspondingly 
less in others. This item of cost, 
however, seems to be yielding to pre- 
ventive measures, induced by pre- 
mium rates proportionate to the 
hazards. 

The cost of dermatitis seems to 
be mounting inordinately in Ohio, 
where it is spread evenly over all 
subscribers to the State Fund indis- 
criminately. But with an incentive to 
employers to prevent exposure by 
such employees as have evinced a 
special susceptibility to the disease, 
the cost of compensating for it can be 
kept within reasonable bounds. 


There is a special difficulty with 
novel occupational diseases resulting 
from new industrial processes. This 
may be illustrated by New Jersey ex- 
perience with radium poisoning. 
There, some years ago, a company 
employed many young women to 
paint watch and clock dials with 
radium paint, many of whom moist- 
ened their paint brushes on their lips. 
For some three or four years no one 
suspected or had cause to suspect any 
danger. Then the employer had a 
scientific investigation made, discov- 
ered the danger, and took all precau- 
tions. Only later the ill effects from 
the old exposures developed and the 
employer was deluged with suits for 
damages —- some of which were bona 
fide but others highly speculative. 
Many of those suits were settled, and 
in some substantial judgments were 
recovered ov the injured persons. 
The orderl remedy for the detection 
and prevention of such new hazards 
is for a Bureau of Hygiene under 
state health authorities, or possibly 
labor departments, to keep track of 
new processes in industry, be alert 
to advise precautions and preventive 
measures, and promptly initiate ad- 
ditions to the schedule of occupational 
diseases set up in the law. 


3ut the great problem as to costs 
relates to compensation for dust dis- 
eases of the lungs — generally called 
pneumoconiosis — of which silicosis 
and asbestosis only are now recog- 
nized to be really occupational. These 
diseases have peculiar features—slow 
and insidious contraction, requiring 
years of exposure, absence of positive 
symptoms in early stages, a progres- 
sive character and a tendency to com- 
plication with tuberculosis, besides 
being especially difficult of diagnosis 








or differentiation from non-occupa- 
tional conditions. The cost of com- 
pensation for them may vary greatly 
according not only to the scale of 
benefits but also according to the 
principles to be applied, the criteria 
of liability, the time limitations, and 
the competency and impartiality of 
the tribunal to decide disputes. 


HE fact that, at any given time 

that a law is enacted covering 
these diseases, men will have been 
working for years in silica dust-laden 
air, will have been exposed for long 
periods, and will in many instances 
have already contracted this lung dis- 
ease, although without typical symp- 
toms or immediate disability, gives 
rise to what we commonly refer to as 
an “accrued liability.” By this we 
mean that the condition that will 
eventually cause disability or death 
has already become a fact,—a real 
and deadly fact. The condition is not 
amenable to treatment, it is perma- 
nent, that is, the condition is perma- 
nent but it may progress to the next 
disabling stage, even without much 
further exposure. Mark you,—dur- 
ing all these years of exposure there 
was no compensation law on the sub- 
ject, no legal liability on the employ- 
er, and certainly no assumption of any 
liability by any insurer. 

This strange condition gives rise to 
an unknown and well nigh unknow- 
able cost. Like the accident, disabil- 
ity or death arises at a given time in 
the future; but utterly unlike acci- 
dents, the conditions from which such 
disability or death result, are largely 
matters of past exposure. And the 
exposures largely responsible for the 
condition may have been chiefly in 
other employments, entirely unrelated 
to the employer who employs the man 
at the time of disability or death. 

Whose then is the burden of the 
accrued liability? Is it the employ- 
er’s? Only in part. And that part 
should reasonably represent the ex- 
posure in employment after the law 
has cast a compensation obligation on 
industry. Is it the insurer’s obliga- 
tion? Certainly not. The insurer’s 
obligation is contractual, and is based 
upon the payment to all insurers by 
all of industry of a fund sufficient to 
measure the anticipated cost. But 
here there was no contract obligation 
at the time the disease was acquired, 
and no payment made by industry for 
any such purpose, and to expect the 
insurer to pay for past contractions 
out of future premiums is utterly un- 
sound in principle and not in the in- 
terest of all the other persons who 
have passed over to insurance their 
contingent obligations in many fields, 
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and. who have paid in advance for 
protection against such future hap- 
penings. Their money, paid for in- 
surance against other risks, should 
not be jeopardized by assumption of 
losses never contracted or contem- 
plated in premiums charged for in- 
surance. 


Whose liability then is this accrued 
liability? If during all these years 
and past generations we have been 
unsound and unscientific in our leg- 
islative approach to the worker in 
dusty atmosphere, it may be that the 
worker must assume some consider- 
able portion of the “risk of the trade” 
himself. In fact it has repeatedly 
been said by representatives of labor 
that they are more concerned with 
preventive measures as to the future 
than they are with compensation for 
what is past and cannot be helped. 

But another thought has been ex- 
pressed many times. It is that the 
accrued liability is a public liability, 
and some part at least of the burden 
should be publicly assumed. This 
suggestion was voiced at the recent 
National Conference on Silicosis at 
Washington, but there was no con- 
sensus of opinion as to how or in 
what proportion the burden should 
be publicly taken over. 

Special difficulties arise in estimat- 
ing in advance of actual disability the 
cost of compensation for silicosis or 
other lung diseases. Certain of these 
claims will emerge (as the statisti- 
cians would say) in good times as 
well as bad, but the tendency will be 
that such claims will be brought to a 
head when workmen are laid off in a 
period of depression. Sooner or 
later, of course the cost of the accrued 
liabilities will be added to the grow- 
ing current cost of losses resulting 
from exposures under the new law. 
There are some indications, however, 
that the accrued cost would equal or 
possibly exceed seven times the cur- 
rent annual cost. 

It is difficult to learn the cost of 
silicosis even where it has long been 
compensable, in terms of percentages 
of payroll of those workmen who are 
exposed to the hazard. Thus in On- 
tario we know that the reserve—the 
estimated average cost—for each case 
of silicosis is $11,500 (including 
$3,000 for medical benefits) ; and this 
cost is directly assessed to the indus- 
tries affected, but we do not know 
the cost in percentage of the payrolls 
of exposed workmen. 


Furthermore, we have some data 
as to percentages of cost on industries 
in Great Britain, and New South 
Wales, Australia, as well as_ the 
South African experience. So unlike 
our laws, and so different are their 
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systems, that any deductions drawn 
from such experience must be viewed 
with discrimination. So many quali- 
fications must be injected into their 
cost figures that it would but tend to 
confuse the issue here. 


E know that silicosis is closely 

tied up with pulmonary tuber- 
culosis. Those even slightly affected 
by silicosis are said to be exception- 
ally susceptible to tuberculosis, where- 
as the tubercular are likewise 
exceptionally susceptible to silicosis. 
Prevention of silicosis, therefore, 
seems to call for a rigid exclusion of 
the tubercular from the dusty indus- 
tries. But tuberculosis may be active 
or inactive. Are workmen with inac- 
tive tuberculosis to be thrown out of 
their established occupations? Mani- 
festly the cost of compensation for 
silicosis will depend greatly upon the 
methods adopted in dealing with the 
tubercular—and the most effective 
methods — until long established — 
may entail hardships. Industry can- 
not assume the burden of relief for 
such a common, non-occupational dis- 
ease as tuberculosis. 

Here, in particular, is a field for 
exploration of the public assumption 
of cost. Tuberculosis is a recognized 
public health problem. For his own 
good, the tubercular should be en- 
tirely separated from dust exposure ; 
for the welfare of his fellow workers, 
who have not yet contracted the dis- 
ease, his removal from their midst is 
imperative. 

But in removing him from the in- 
dustry, the unfortunate tubercular 
should not be cast into the industrial 
scrap heap and forced to go entirely 
on his own. Surely the funds of gov- 
ernment have not always been utilized 
in as worthy a cause! 

To mention another difficulty : Sili- 
cosis may be so slowly progressive as 
not to disable affected workmen ap- 
preciably before the normal termina- 
tion of their working lives. Yet a 
silicotic workman, retiring in old age, 
may claim that his ailment forced him 
to quit some year or so earlier than 
would otherwise have been necessary. 
And an aged silicotic may die from 
pneumonia, apoplexy, hardening of 
the arteries, or other common illness 
under circumstances where it may be 
credible that he would have pulled 
through for a few years longer had 
his lungs been unaffected. Under 
such circumstances, is the disable- 
ment to be charged entirely to sili- 
cosis, and, in case of death, are the 
deceased’s dependents, actual or pre- 
sumed, to be entitled to full death 
benefits? Unless special provisions 
are included in the law to bar such 
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consequences, compensation for sili- 
cosis may amount to high level old- 
age and life insurance for nearly all 
workmen who pass their lives in dus- 
ty occupations, and the cost will be 
incalculable. On this point, experi- 
ence is peculiarly lacking, since com- 
pensation for silicosis has nowhere 
been in effect throughout a full work- 
ing generation—except in South 
Africa, where labor conditions and 
compensation practices are too differ- 
ent from ours to serve as a guide. 

A very complex problem involved 
is this: It is not proposed to pay 
compensation for the condition of sili- 
cosis, but for disability or death 
caused by silicosis. But what is “dis- 
ability?” Is “partial” disability to be 
compensable and is a workman to be 
entitled to the usual compensation for 
partial disability where he is able to 
work in a clean occupation but is laid 
off because it would be unsafe for him 
to continue in his dusty occupation ? 
How is such partial disability to be 
determined? Or is only total disabil- 
ity to work in any suitable occupa- 
tion to be compensable? Obviously 
these two extremes indicate the pos- 
sibility of a wide difference in the 
cost depending upon the standards of 
compensable disability adopted. If 
partial disability is to be compensable, 
together with inability of men in 
dusty trades to get jobs in periods of 
depression, compensation for silicosis 
will carry with it an expensive side 
line of unemployment insurance. Here 
the imperative need of an impartial 
and expert board of physicians to de- 
termine medical questions is strongly 
indicated. 

If compensation for silicosis is to 
include unlimited medical benefits— 
i.e. everything that may possibly cure 
or relieve the workmen—which might 
include experimental medicine and 
maintenance in a sanatorium—in ad- 
dition to full compensation, it is prob- 
able that the cost would be increased 
in excess of fifty.per cent and most 
wastefully. The possibilities of ex- 
ploitation in this field may well be 
imagined. It is significant in this con- 
nection that under the British com- 
pensation law, to which we _ look 
primarily for cost experience, there 
are no medical benefits. In Ontario, 
however, even under conditions of 
strictest governmental supervision the 
average medical cost per case is 
$3,000, and in many cases the cost 
runs far higher. We could not even 
hope to keep the medical cost within 
the bounds of the Ontario experience. 


INALLY, the most vital factor 
in keeping down the cost of com- 
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pensation for silicosis is prevention. 
But there are difficulties in the way 
of expense. And the elimination of 
the unfit is a big problem of itself. 
Moreover, though means for preven- 
tion should be emphasized, too much 
should not be expected from them. 
Certainly future preventive or dust 
control devices will not obviate the 
lung fibrosis already formed. But it 
may arrest it or retard appreciably its 
further development. And for the 
generations to come, dust control is 
the absolute key to the situation. Had 
we had compensation for silicosis uni- 
versally twenty years ago, not only 
would we not today have the problem 
of the accrued liabilities, but we 
would, I am sure, have developed 
means and methods of keeping dust 
concentrations within safe limits, and 
thus have produced a healthier and 
better fitted group of industrial work- 
ers. 

But prevention is not a matter 
alone of dust control, or of silicosis, 
it has a wide significance in a tre- 
mendously large field of industrial ac- 
tivity. The safety engineer of the fu- 
ture must be disease prevention- 
minded, as well as accident preven- 
tion-minded. The safety engineer 
must have his counterpart in the in- 
dustrial chemist and the industrial 
hygiene physician. Known metals 
and poisonous substances are being 
used in new ways and for newly de- 
veloped purposes. They may he rec- 
ognized by the law, but are the uses 
thoroughly understood and the dan- 
gers perceived ? 

Will they be better perceived, bet- 
ter understood, better guarded against 
under a law that lists and specifies 
the diseases and conditions that come 
under compensation? I think so. 

One among many of the very real 
objections to an all-inclusive cover- 
age for occupational diseases, without 
specifically naming them, is the lack 
of suggestiveness in the law. To men- 
tion lead, arsenic, mercury, and ben- 
zol, is to put industry and the indus- 
trial engineer on their guard as to 
those particular poisons. And _ the 
same way with all the numerous list 
of occupational disease hazards. 

Another objection to the all-inclu- 
sive form of law, is that it, in effect, 
empowers the industrial commissions 
and the courts to “enact” what dis- 
eases shall be compensable, permitting 
them to change their minds from time 
to time, leaving employees and em- 
ployers uncertain of their rights and 
liabilities and subjecting employers 
and their insurers to sudden and on- 
erous extensions of liability. Eventu- 
ally such a system may result in per- 
verting compensation for occupational 
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diseases into a broad system of health 
insurance of the workers at their em- 
ployers’ expense. It may be con- 
tended that our limited experience 
does not justify such fears. But it 
cannot be denied that such a result is 
inherently possible in such a system. 
To avoid such a result we must de- 
pend on a government of men rather 
than a government of law which is 
un-American. The history of de- 
velopments under “all-inclusive cov- 
erage” in the laws of Connecticut, 
Massachusetts, California and Wis- 
consin is very suggestive of such dis- 
astrous possibilities. 

In his “History of Workmen’s 
Compensation for Occupational Dis- 
eases,”* P. Tecumseh Sherman, gives 
eloquent testimony on this question 
in a most authoritative way. In this 
connection it is significant that, under 
laws with all-inclusive coverage, 
awards have recently been made for 
““flat-feet,” bronchitis, pneumonia and 
arterio-sclerosis. Between such ail- 
ments as these and a multitude of 
others that may be aggravated or ac- 
celerated by normal incidents to par- 
ticular employments there is no logi- 
cal dividing line; and there isn’t 
money enough in industry to compen- 
sate for them all at the high levels 
provided for injuries by accident. 


HAT then shall we say of the 

present and probable future 
burden of compensation for all acci- 
dents and diseases ? How far can the 
compensation premium dollar be di- 
vided? How much loading can be 
placed on industry through this me- 
dium and still have it survive and 
continue, as it has in the past, to fur- 
nish the means of livelihood to the 
countless millions dependent on it? I 
wonder. I wonder, tao, whether suffi- 
cient thought is given to what the 
compensation system really is. I 
should naturally expect the wiser 
councils of labor itself, knowing the 
benefits, yes the blessings, of the com- 
pensation system, to give serious 
thought to the possibility of a break- 
down of the system utterly from a 
top-heavy overloading. Compensation 
laws good on paper but without jobs 
is but a beating upon sounding brass, 
all fuss and noise, without real bene- 
fit. Industry should, and industry 
will, assume its full share of responsi- 
bility for the ills that follow in its 
wake as the natural and unavoidable 
consequence of industry’s own proc- 
esses. But we must be on the alert to 
guard this system, to stay the hand of 
those who would make of compensa- 
tion unintentionally the instrument 
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for industry’s own destruction. Prog- 
ress along those lines, and particu- 
larly in the matter of compensation 
for diseases, must be intelligent and 
reasonable. Intelligently applied com- 
pensation will become an even greater 
agency for the relief of human ills; 
greedily grasping, however, it will 
fail and great will be its fall. 


Dinner Honors Magrath 

A TRIBUTE ALMOST UNIQUE—IN 
THAT UNANIMOUS APPROVAL OF HIs 
conduct of a trying office over a 16- 
year period was accorded him—was 
the testimonial dinner recently held in 
New York for J. J. Magrath. He 
retires July 1 from the post of head 
of the rating bureau of the New York 
Insurance Department to enter pri- 
vate business. 

More than 400 insurance leaders 
attended the banquet, with many of 
prominence in other activities also 
present. James J. Hoey, New York's 
Collector of Internal Revenue, pre- 
sided as toastmaster. 


Credit Experts Discuss 


Business Problems 

TERMED THE LARGEST AND MOST 
IMPORTANT GATHERING WHICH THE 
organization has ever held, the 42nd 
annual convention and Credit Con 
gress of Industry of the National As- 
sociation of Credit Men came togeth- 
er in Chicago on June 20 for a five day 
session. The program touched upon 
almost every credit phase of Ameri- 
can business and industry. 

Speakers of national prominence 
were featured at the general conven- 
tion sessions presided over by Na 
tional President E. C. Pilsbury. But, 
as is usual in meetings in which a 
wide variety of special problems must 
be discussed, most of the convention’s 
technical interest centered in the ses- 
sions of numerous specialized groups. 

Among the more important of these 
were those on Advertising Media, 
Drug and Chemical Manufacturers, 
National Food and Allied Products, 
Insurance, Iron and Steel, Machin- 
ery Manufacturers, and Public Util- 
ities. 

Addresses at the convention’s In- 
surance Section meeting treated of 
methods of checking business’s credit 
losses, important forms of insurance, 
extra expense insurance, vandalism 
and malicious mischief, non-owner- 
ship liability, occupational disease, fi- 
delity bond and business life insur 
ance, and the importance of insurance 
coverage in appraising an insurance 
statement. 
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POWERFUL 


IL.MOST every medium which 
A could be considered at all ef- 
fective in reaching the motor- 
ing public has been employed to its 
fullest extent in recent years in at- 
tempting to disseminate information 
concerning safe driving, in an effort 
to cut the huge annual automobile ac- 
cident toll in the United States. The 
one which has been employed the 
least, because it was felt that its sole 
interest was the furnishing of amuse- 
ment rather than instruction to its 
millions of customers, is the commer- 
cial motion picture. 

Some months ago a number of the 
organizations to which traffic safety 
is a major concern met and decided 
that cooperation with the larger mo- 
tion picture studios, looking toward 
the attractive presentation of safer 
driving practices on the screen, could 
be improved upon. The Motion Pic- 
ture Traffic Safety Committee was 
formed, and meetings with representa- 
tives of the cinema producers reveal- 
ed that they were more than willing 
to cooperate in some program of ac- 
cident prevention, provided the edu- 
cational side was not so overstressed 
as to damage the entertainment val- 
ues of their pictures at the box-office. 

Two annual awards were provided 
for. The first was to go to the pro- 
ducer of the theatrical (entertain- 
ment) film containing the best traf- 
fic safety values, the contest to run 
during the producing year 1937— 
from September 1, 1936 to Septem- 
ber 1, 1937—and the award to be 
voted at the National Safety Con- 
gress meeting in early October, 1937. 

It was this feature — the avoidance 
of any intimation that pictures carry- 
ing an educational message were being 
crammed down the throats of the 
movie-going public — that was re- 
sponsible for most of the anxiety of 
the producers over whether such a 
program could be carried out success- 
fully. The agreement of the members 
that they would cooperate in stress- 
ing the entertainment aspects of such 
pictures as were released on safety 
subjects was a major factor in over- 
coming this attitude on the part of 
the motion picture companies. 


The second award was to be made 
» the non-professional commercial 
sponsor of the best institutional safe- 
ty film produced and displayed in the 
interests of highway safety, during 
each calendar year. 
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Courtroom Scene From Columbia Pictures New Film ‘The Devil Is Driving’’ 


HE first outstanding theatrical 

film ranking as a contender for 
the award has just been released by 
Columbia Pictures, and will be shown 
at leading theaters throughout the 
nation during the next few months. 
It is “The Devil is Driving,” a full- 
length feature picture starring Rich- 
ard Dix and Joan Perry, and ranks 
as a strong fictional treatment of the 
background of perjured testimony 
which many have suspected is behind 
the evasion of punishment for high- 
way accidents in which they have 
been involved which some offenders 
have been able to arrange. 

As Paul Driscoll, criminal lawyer, 
Dix is called upon to defend the son 
of a man of considerable political pow- 
er who has the indefensible habit of 
driving while intoxicated, and who 
has killed a woman and injured a 
child in an accident of this type. By 
intimidating an overly conscientious 
witness into changing the testimony 
he had intended to give, the attorney 
is able to win an acquittal for the 
youth, and the support gained through 
his successful handling of the case 
leads to his later election as district 
attorney. 

Later the same youth, intoxicated 
once again, forces his fiance into a 
wreck which costs her her life. When 
he is again brought to trial another 
expert criminal lawyer ties District 
Attorney Driscoll’s hands by causing 
the key witness to perjure himself, 
and to deny the statement he had ear- 
lier made to the prosecutor. 

Support for films of this type will 
be sought by all of the organizations 


affiliated with the Motion Picture 
Traffic Safety Committee, with the 
idea of encouraging their further pro- 
duction on a profitable basis. Efforts 
will also be made to furnish accurate 
traffic information to such directors 
as seek it for incorporation in other 
films—not made primarily with safe- 
ty in mind—through a technical ad- 
visory committee which is at their 
call in Hollywood. 
ee @ ®@ 


HE members of the Motion Pic- 

ture Traffic Safety Committee in- 
clude the American Mutual Alliance, 
the American Association of Motor 
Vehicle Administrators, the Ameri- 
can Automobile Association, the Au- 
tomobile Manufacturers Association, 
the Automobile Club of Southern 
California, Harvard University’s Bu- 
reau for Street Traffic Research, the 
Commercial Investment Trust, Inc., 
the International Association of 
Chiefs of Police, the Metropolitan 
Life Insurance Company, the Na- 
tional Bureau of Casualty and Sure- 
ty Underwriters, the National Safety 
Council, and the United States Bu- 
reau of Public Roads. 

Chairman is Dr. Miller McClintock 
of Harvard University, well-known 
for the exhaustive studies of the traf- 
fic safety problem he has carried out 
as Director of that institution’s Bu- 
reau for Street Traffic Research. 
Vice chairman is Dr. Donald B. Arm- 
strong, of the Metropolitan Life In- 
surance Company, Secretary-Treas- 
urer is Dwight McCracken, highway 
safety supervisor of the Liberty Mu- 
tual Insurance Company, Boston. 
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DUST EXPLOSIONS 


(Continued from Page 20) 

It is important for firemen to re- 
member that when called upon to 
enter atmospheres where the oxygen 
content of the air may be too low 
to support life, ordinary gas masks 
will not afford protection, and that 
self-contained breathing apparatus in 
which adequate oxygen supply is 
provided should always be used. 
Many instances are on record where 
firemen have been overcome on en- 
tering enclosures having low oxygen 
content with improper gas mask pro- 
tection. The Bureau of Chemistry 
and Soils has available published 
recommendations and procedure for 
prevention of silo gas accidents which 
firemen can secure upon request. 

ee ee @ 

LTHOUGH we usually think 

of dust explosions in terms of 
industrial hazards, recent explosions 
in domestic incinerators have de- 
veloped a new aspect of vital impor- 
tance to our fire departments. It may 
be of interest to briefly summarize 
some of these occurrences. 

In one case an explosion of this 
character occurred in an apartment 
house. One of the occupants, after 
having started to mix a cake, found 
it was necessary to dispose of the 
ingredients. She poured the mixture 
of flour, sugar, and other materials 
down an incinerator flue and closed 
the hopper-door. An explosion fol- 
lowed and the woman was seriously 
burned by the flames that came out 
of the hopper. It was reported that 
persons were injured and property 
damaged in some of the other apart- 
ments in the building. 

In another case an explosion oc- 
curred when a tenant in an apart- 
ment house emptied the dust bag of 
an ordinary domestic vacuum cleaner 
into an incinerator flue. The man 
was seriously burned. 

Two interesting cases are on rec- 
ord where explosions of “floor sand- 
ings” have occurred under some- 
what similar circumstances. In the 
first case the operator emptied the 
vacuum bag of the machine into the 
hopper of the incinerator. The ma- 
terial, which was very fine, ignited 
almost instantly and the flareback 
through the hopper opening burned 
the operator severely. At the same 
time the doors of the combustion 
chamber in the basement were blown 
open and the fire extended to the 
lower three floors of the six-story 
building. 

In the second case a workman 
dropped “floor sandings” in an in- 
cinerator flue, a back flash occurred, 
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and the man was burned. The vio- 
lent explosion shook the building 
and the flames reached the lower 
floors. 

The frequency of these dust ex- 
plosions in domestic incinerators in- 
dicates the importance of recognizing 
this hazard and taking all possible 
precautions to avoid occurrences of 
the kind. The Travelers Standard 
for November, 1936, published by 
the Travelers Insurance Company of 
Hartford, Conn., contains an article 
on this subject that will be of inter- 
est to firemen. Some of these reports 
are based on the material in this 
article. 

ee @ @ 
ESEARCH work on dust ex- 
plosion and fire prevention has 
as its primary object the development 
of methods and appliances for the 
protection of human life, foodstuffs 
and property. 

The practical application of the re- 
sults of this research work already 
has resulted in a marked reduction 
in losses from dust explosions and 
resulting fires in some of the princi- 
pal grain and milling industries in 
both the United States and Canada. 








Wausau Companies Merge 

A MERGER OF THE EMPLOYERS MU- 
TUAL LIABILITY INSURANCE COMPANY 
and Employers Mutual Indemnity 
Corporation, both of Wausau, Wis- 
consin, has been effected under the 
name “Employers Mutual Liability 
Insurance Company.” The liability 
company, organized in 1911, has been 
an exclusive writer of workmen’s 
compensation insurance, while the 
indemnity corporation has been en- 
gaged in the business of automobile, 
public liability, and other casualty in- 
surance, Directors of the latter have 
also been directors of the former and 
the officers have been the same, the 
two companies being operated as one 
organization. The merger is purely 
in the interests of efficiency in oper- 
ation, both companies being in most 
excellent financial condition. While 
the liability company has been the 
larger of the two, the ratio of surplus 
to assets in each company is so nearly 
the same that in the opinion of H. J. 
Mortensen, State Insurance Commis- 
sioner, who has approved the merger, 
it is “reasonable, fair and equitable 
to the policyholders of both com- 
panies,” and all will benefit through 
one company with larger assets and 
through the economies in operation 
which will result. The company as 
merged has assets in excess of $14,- 
500,000 and a surplus over all lia- 
bilities of over $3,000,000. All poli- 


cies in force issued by the indemnity 
corporation now become the obliga- 
tions of the Employers Mutual Lia- 
bility Insurance Company, which will 
issue subsequent renewals. All poli- 


cies will be nonassessable. H. J. 
Hagge is President of the company 
and W. H. Burhop, Executive Vice 
President. 

ee @ ® 


Propose Police Radio 


Tax In Wisconsin 

A PROPOSAL FOR A TAX OF 10% on 
ALL THEFT AND ROBBERY INSURANCE 
premiums, for the purpose of finan- 
cing a state-wide police radio broad- 
casting system, has been submitted to 
the Wisconsin legislature. 

The bill carries an appropriation of 
$410,000 to build and operate eight 
short-wave transmitters that would 
cooperate with State agencies in ap- 
prehending criminals, protecting 
game, fighting fire, and controlling 
highway traffic. 

Such proponents of the measure as 
the Wisconsin Sheriffs’ Association 
and the Crime Control Commission 
of the University of Wisconsin are 
reported to have charged that suc- 
cessful operation of police radio sys- 
tems in neighboring states has driven 
a number of dangerous criminals in- 
to Wisconsin. 

ee 8@ ® 


Life Company Aids Students 


A PLAN TO FILL ROUTINE COMPANY 
JOBS AND AT THE SAME TIME SEND 
deserving high school students to col- 
lege was recently announced by the 
Central Life Assurance Society of 
Iowa. Thirty employees of the com- 
pany are now working under the plan. 

The plan provides for the employ- 
ment by the company of Des Moines 
high school honor student graduates 
for a period of two years and then 
giving them the opportunity of at- 
tending college for a like number of 
years. Students selected will be paid 
starting salaries of $65 a month, from 
which $30 will be withheld and saved 
for the employee by the company. At 
the end of two years, in lieu of the 
$720 saved for the student during that 
time, the company will pay $100 
yearly toward his tuition and $50 a 
month for nine months for living ex- 
penses at college. 

If, at the end of the two year work- 
ing period, the employee decides not 
to go to college, he is discharged from 
the employ of the company and given 
the $720 savings accumulation with 
interest. 

The student is not limited in his 
choice of schools but may select any 
accredited university or college with 
the exception of a commercial school 
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Developments in Workmen's 


Compensation Legislation 

(Continued from Page 15) 
ing out well in connection with 
automobile claims, and other types 
of disputes. An extension of the plan 
of the American Association of Ar- 
bitration would also seem desirable 
in connection with disputes pertain- 
ing to interpretation of the acts, and 
conflicting provisions of the various 
state laws. 

e @ ® 
Management Confusion 
HERE is a state of mind which 
is seriously involving the em- 

ployers, which we shall term man- 
agement confusion. While the pres- 
ent status quo is not enviable, it is 
not beyond improvement. We would 
recommend reading particularly the 
article “Ominous Abuses Threaten- 
ing the Insurability of Workmen’s 
Compensation,” by F. Robertson 
Jones, General Manager of the As- 
sociation of Casualty and Surety Ex- 
ecutives. Supplementing this, we 
would urge that managers of in- 
dividual firms delegate someone of 
analytical mind, to study the general 
subject of compensation insurance, 
and know how it is working in their 
particular plant. 

We have gone beyond the mechan- 
ical safeguarding stage, safety edu- 
cation of employees is well advanced, 
leaving as a major effort, education 
of production supervisors and the 
general managers of industry. We 
must all definitely lay hold of the 
idea that “safety is security.” Instead 
of perfunctory inspections, we must 
have specialists in accident control, 
and they may be controlled. Indus- 
try, insurers, and state authorities 
must develop a real prevention for- 
mula and service, aiming at the con- 
servation of life and earning capacity. 

Buyers of insurance have direct 
interest in compensation plans and 
must exercise initiative, but the best 
results will be through cooperation. 
If generosity for afflicted workmen is 
to be the chief objective, let there be 
liberality of spread rather than ex- 
aggeration of inflation of benefits. 

ee @® @ 

The Way Out 


a ig predict what the trend is go- 
ing to be in these days of changes 
may be considered fanatical or fan- 
tastic, but nothing ventured, nothing 
gained. 

Some would have us think that 
workmen’s compensation insurance, 
as now constituted, is on the way 
out, but we question if it is heading 
in that direction. Rather we like to 
think that basically the compensation 
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plan was sound, and has sufficient 
principles to sustain it. 

The present trend is toward self- 
assumption of risks, but we do not 
believe the practice will become wide- 
spread, in fact, some now in that 
class may turn to insurance for at 
least a portion of their loss risk, but 
this will come only after substantial 
changes in present methods. 

The specific deductible insurance 
principle may be a compromise solu- 
tion of our present problems, and for 
the moment seems to be the only 
practical means of overcoming nu- 
merous obstacles. Under that method 
the employer would pay benefits and 
meet all costs of ordinary accident 
claims, with an insurance organiza- 
tion taking care of losses in excess 
of a limit previously selected. The 
deductible plan is being utilized suc- 
cessfully in other insurance lines. 

We do not see any trend toward 
monopolistic state funds, because they 
do not fit in with modern business 
methods, and have already been 
tested and found wanting. 

Cooperation between insurers, em- 
ployers, and administrators, is abso- 
lutely necessary if we are to modify 
our present practices to the point of 
effectiveness originally designed. The 
law may specify that an employer 
must provide for his injured work- 
men, but the best means of accom- 
plishing that result will be worked 
out by those interested. No one of 
the groups can do it equitably with- 
out the counsel and experience of 
the others. 

Forward looking projects should 
encompass more than the mere care 
of industrial hazards — the main 
effort should be to mitigate and, in- 
sofar as is possible, eliminate them. 
No new plan as broad in scope as the 
workmen’s compensation scheme is 
without its quota of errors and devia- 
tions, but it is far better for us to 
salvage the virtues to be found in it, 
to rebuild on them, than to take an 
uncompromising or fatalistic attitude 
as to its possibilities. 


L. M. ©. To Train Colleg 
Graduates 

PLANS FOR TRAINING A SELECTED 
GROUP OF OVER FIFTY COLLEGE GRAD- 
uates for positions in the Lumber- 
mens Mutual Casualty Company and 
its associated companies were recently 
announced by President James S. 
Kemper. 

The graduates’ study of insurance 
operations will involve an establish- 
ment of the “Mutual Insurance 
School,”” President Kemper said, at 
the company’s home office in Chicago 
and in its branch offices in Philadel- 
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phia and Boston. Professor Frank 
G. Dickinson, nationally known in- 


“surance authority and assistant pro- 


fessor of economics at the University 
of Illinois, has been engaged as direc- 
tor of the school which will open on 
July 6. 

After instruction hours in the 
morning, the students will work the 
rest of the day in the departments of 
the company to which they have been 
assigned, thus gaining actual insur- 
ance experience with their study of 
theory. The course has been de- 
signed to provide these young men 
with a thorough knowledge of the in- 
surance business, and with special 
emphasis on the methods of opera- 
tion employed in the Lumbermens 
and its associates. 

Dr. Dickinson has taught at the 
University of Illinois for the past fif- 
teen years, with the exception of one 
year he spent at Pennsylvania State 
College where he received his A.M. 
degree in June, 1923. He was granted 
his Ph.D. at the University of Illi- 
nois in 1927, 

In 1934, he assisted Superintend- 
ent of Insurance Ernest Palmer in 
preparing the preliminary draft of 
the new Illinois Insurance Code, 
recently passed by the State Legis- 
lature. He has been Secretary-Treas- 
urer of the American Association of 
University Teachers of Insurance 
since its organization in 1932. Foot- 
ball fans know him as the author of 
the Dickinson Football Rating Sys- 
tem, which he developed from a 
hobby. eee 


Knowlton Heads Massa- 
chusetts Mutual Organization 


NELSON M. KNOWLTON, VICE PRES- 
IDENT OF THE HOLYOKE MUTUAL FIRE 
Insurance Company, was elected 
President of the Mutual Fire Insur- 
ance Association of Massachusetts 
when that organization held its an- 
nual meeting in, Boston recently. 
Frank L. Brigham, Vice President 
of the Merrimack Mutual Fire In- 
surance Company, was elected First 
Vice President, and Harvey McAr- 
thur, Secretary of the Quincy Mutual 
Fire Insurance Company, was made 
Second Vice President. Charles F. 
Danforth was again named Secretary- 
Treasurer. 

Edmund L. Sanders, President of 
the Merchants & Farmers Mutual 
‘ire Insurance Company, was elected 
to the Executive Committee for a 
four-year period. The following mem- 
bers continue on the committee : 

l‘orrest E. Wheeler of the Worces- 
ter Mutual, W. Bruce Adams of the 
Fitchburg Mutual, and Winthrop J. 
Cushing, Hingham Mutual. 
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DEPENDABLE SERVICE 


The facilities at the command of any company are 
important factors in the rendering of prompt and 


precise service. 


Lost motion has been eliminated in the organiza- 
tion plans of The Federal Mutuals, to the advan- 
tage of policyholder and company alike. 


More than 500 sales representatives and field en- 
gineers bring Federal service and counsel to policy- 
holders throughout the nation. Nine policy writing 
departments and over thirty service offices provide 
for individualized attention to every assured’s re- 


quirements. 































































































FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA. IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 






































































































































THE LUMBER MUTUAL FIRE INSURANCE 
COMPANY of BOSTON, MASS. 


Organized 1895 


FINANCIAL STATEMENT 
December 31, 1936 
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ASSETS 


Real Estate ................. eR IEEE oe” ENA MRE ae Rae Seer eR See $ 200,000.00 

3,170,303.00 
Bank, Public Utility and Miscellaneous Stocks 164,342.00 
Interest Accrued on Bonds 38,849.33 
Cash in Office and Banks 198,006.87 
Premiums due, not more than 3 months, net 101,278.64 


Amount recoverable on paid losses 5,717.35 


TOTAL ADMITTED ASSETS $3,878,497.19 


LIABILITIES 


Unearned Premiums on Policies in Force.............:ccccccceeees $ 790,640.73 
Unearned Premiums on Policies in unauthorized Companies 3,224.51 


Reserve for reinsurance on unpaid losses for companies not 

qualified in N. Y 1.79 
Reserve for Losses in Process of Adjustment... ie eS 72,376.20 
Reserve for Taxes and other expenses accrued................ 35,391.96 
Reserve for Contingencies......... 2. OE OOP Te eee 
Net Surplus ..... eed ree eae 3 aoa staat 2,600,000.00 


TOTAL LIABILITIES .... $3,878,497.19 


Securities carried at $143,535.18 in the above statement are deposited as required by law. 


Reinsurance Underwriting Managers 


EXCESS UNDERWRITERS, Inc. 


90 JOHN STREET, NEW YORK CITY 


Joseph P. Gibson, Jr. Mortimer D. Pier 


President Secretary 





